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STATEMENT OF QUESTION PRESENTED. 


The question is whether for the District of Columbia tax 
fiscal year 1952 Petitioner’s real property consisting of Lot 
820 in Square 159 and the building thereon known as 1760 
N Street, Northwest, belonged to and was operated by a 
school which was not organized or operated for private 
gain and which embraced the generally recognized relation¬ 
ship of teacher and student; and whether consequently said 
property was exempt from taxation under Section 1 of the 
Act of December 24, 1942, 56 Stat. 1089, ch. 826, (Sec. 47- 
801a, D. C. Code, 1951 ed.). 
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IN THE 


United States Court of Appeals 

Foe the District of Columbia Circuit. 


No. 11509. 


Washington Chapter of the American Institute of 
Banking, a corporation, Petitioner, 

v. 

District of Columbia, Respondent. 


On Petition for Review of Decision of the District of 

Columbia Tax Court. 


BRIEF FOR PETITIONER. 


JURISDICTIONAL STATEMENT. 

The District of Columbia Tax Court (formerly the 
Board of Tax Appeals of the District of Columbia 1 ) had 
jurisdiction of this proceeding pursuant to the provisions 
of the Act of December 24, 1942, ch. 826, 56 Stat. 1091, Sec. 

i By Sec. 5 of the Act of July 10, 1952, Public Law 493—82 Congress, it 
was provided that the Board of Tax Appeals for the District of Columbia shall 
thereafter be known as the District of Columbia Tax Court. 
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5; D.C. Code, 1951 ed., Sec. 47-S01e. The jurisdiction of 
this Court is sustained by the Act of August 17, 1937, ch. 
690, 50 Stat. 673, title IX, Secs. 1 and 4, as added by the 
Act of May 16,1938, ch. 223, 52 Stat. 370, Sec. 8; D.C. Code, 

1951 ed., Secs. 47-2401 and 47-2404. 

On or about May 14,1951, Petitioner filed with the Board 
of Commissioners of the District of Columbia an applica¬ 
tion for exemption from real estate tax of Petitioner’s real 
property known as Lot 820 in Square 159. (Pet. Exh. 3 1 ; 
J. App. 9.) In the latter part of August or early Septem¬ 
ber, 1951, the Assessor made an assessment of $709.82 for 
real estate taxes against said property for the tax fiscal 
year ending June 30,1952. (Tr. 5; J. App. 9.) Petitioner’s 
application for exemption was denied September 10, 1951. 
'(Tr. 6; J. App. 9.) On October 5, 1951 Petitioner appealed 
from the assessment to the Board of Tax Appeals for the 
District of Columbia. (J. App. 2; 9.) On April 25, 1952 
the Board of Tax Appeals for the District of Columbia 
entered a decision affirming the assessment. (J. App. 24.) 
On May 23, 1952 Petitioner filed with the Board of Tax 
Appeals for the District of Columbia a petition for review 
by this Court of said decision. (J. App. 24.) On June 30, 

1952 the Board of Tax Appeals for the District of Columbia 
entered an order extending the time for filing of the tran¬ 
script of record on review until and including the 30th day 
of July, 1952. (Tr. 142.) The record on review was filed 
in this Court on July 30, 1952. By stipulation filed in this 
Court on September 2, 1952 the time for the filing of Peti¬ 
tioner’s brief and the joint appendix herein was extended 
to and including the 22nd day of September, 1952. 

STATEMENT OF THE CASE. 

This case involves Petitioner’s application for exemption 
from District of Columbia real estate tax assessed against 

l The originals of Petitioner’s Exhibits numbered 1 to 12, inclusive, and 
Respondent’s Exhibits “A” and “B” were sent to this Court with the type¬ 
written transcript but in order to save expense have not been printed or repro¬ 
duced in the Joint Appendix. 
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real property of Petitioner for the tax fiscal year 1952 in 
the amount of $709.82. 

Petitioner was incorporated February 1, 1950 pursuant 
to the provisions of Subchapter Three (relating to chari¬ 
table, educational and religious associations) of Chapter 
Eighteen of the Act entitled “An Act to Establish a Code 
of Law for the District of Columbia,” Act of March 3,1901, 
ch. 854, 31 Stat. 1189, 1283, as amended; D. C. Code, 1951 
ed., Title 29, Chapter 6. (Pet. Exh. 1; J. App. 5.) 

Petitioner was organized for educational purposes and 
continuously since its incorporation its principal activity 
has been the conducting of a school for the teaching of the 
theory and practice of banking and the principles of law 
and economics pertaining to the banking business. (Pet. 
Exh. 1; J. App. 5; 32-33.) 

On or about July 26, 1950, Petitioner acquired by pur¬ 
chase the real estate situated in the District of Columbia 
known for purposes of assessment and taxation as Lot 820 
in Square 159, improved by a building thereon known as 
1760 N Street, Northwest. (Pet. Exh. 2; J. App. 6.) Peti¬ 
tioner has owned the property continuously since its acqui¬ 
sition in July, 1950. (J. App. 28.) In order to buy the 

property, Petitioner borrowed money from a bank, and 
when final settlement of the purchase was made, the District 
of Columbia Bankers Association donated the cost to Peti¬ 
tioner. (J. App. 6; 39; 57-58.) The District of Columbia 
Bankers Association was composed of all the banks and 
trust companies in the District of Columbia except one. 
Other banks within a radius of twenty miles thereof were 
associate members. Its objects were to promote the general 
welfare of banks and allied objectives. (J. App. 6; 59-60; 
and Pet. Exh. 12.) 

The building was a four story and basement building with 
class rooms on each of the basement, first, second and third 
floors. The fourth floor had a penthouse type of room which 
was not occupied. There were five class rooms in all and in 
addition cloak rooms, rest rooms and storage rooms. Two 


4 


rooms on the first floor were used by the District of Colum¬ 
bia Bankers Association for offices, and two rooms on the 
second floor were used by Petitioner for offices and as a 
supply room for text books and office material. The class 
rooms varied in size and accommodated from twenty-five 
to seventy-five or eighty students each depending upon the 
size. Each class room was equipped with the usual school 
furniture such as chairs with desk-arm attached, black¬ 
boards, and lectern or table for the teacher. (J. App. 8-9; 
29-32.) 

Commencing in September 1950, Petitioner used the build¬ 
ing on the property for the conducting of an educational 
program, which consisted of teaching of the fundamentals 
of banking, savings banking, commercial law, negotiable 
instruments, economics, business administration, money and 
banking, analyzing financial statements, credit administra¬ 
tion, bank administration, corporation finance, investments, 
trust business, consumer credit, home mortgage lending, 
effective speaking, and business English and letter writing. 
(J. App. 7; Pet. Exhs. 7 and 8.) 

The educational program followed an outline prescribed 
by the American Institute of Banking. The courses w^ere 
taught by a faculty as most courses are taught in any ac¬ 
credited university or college, with lectures, quizzes, and 
final written examinations, and with required attendance 
at the formal class instruction. (J. App. 7-8; 35-36; 72-74.) 
The instructors were qualified bank officers, college pro¬ 
fessors, and certified public accountants, who were not full 
time employees of Petitioner but who were called in to con¬ 
duct the prescribed courses. (J. App. 53-54.) All students 
were required to be members of Petitioner, but membership 
was open to all employees, officers, and directors of banking 
and financial institutions, including the Comptroller’s Office, 
IT. S. Treasury Department, and the Reconstruction Fi¬ 
nance Corporation. (J. App. 7; 41; Pet. Exhs. 7 and 8.) 

In addition to Petitioner’s principal activity of conduct¬ 
ing a school, Petitioner had a program of semi-educational 
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and educational activities such as debates and public speak¬ 
ing activities, and other related and incidental activities. 
(J. App. 33.) Petitioner also had an official chapter pub¬ 
lication know as “Dollars and Sense,” which was published 
three or four times a year. (Pet. Exhs. 9, 10, and 11.) The 
purpose of this publication was to circulate an account of 
the activities of the various people and organizations in¬ 
volved. '(J. App. 33.) 

Petitioner is a membership corporation -without capital 
stock. Petitioner’s income is derived almost exclusively 
from tuition charges and dues of members. Petitioner’s 
expenses exceed its income, and the deficit is contributed 
to Petitioner by the District of Columbia Bankers Associa¬ 
tion. (Pet. Exh. 5.) For the year ended May 31, 1951, 
Petitioner’s gross income was $9,244, of which $5,455 was 
from tuition, $2,960 from dues, and the balance from mis¬ 
cellaneous sources. The expenses were $9,543, of which 
$3,940 was for salaries of instructors, $1,434 was for other 
educational expenses, and the remainder was for miscellane¬ 
ous purposes. The cost of maintaining and operating the 
building was $3,279, which was reimbursed to Petitioner by 
the District of Columbia Bankers Association. (J. App. 9; 
Pet. Exh. 5.) 

There was a verbal understanding or agreement between 
Petitioner and the District of Columbia Bankers Associa¬ 
tion that the latter would reimburse Petitioner for the cost 
of operating and maintaining the building, and that the 
Bankers Association would be permitted to use rent free 
for office purposes two rooms in the building which were 
not suitable for class rooms. (J. App. 5-6; 38-39; 56-58; 
60-61.) 

STATUTE INVOLVED. 

The statutory provisions involved in this case are Sec¬ 
tions 1 and 5 of the Act of December 24, 1942, ch. 826, 56 
Stat. 1089, (Sections 47-S01a and Sec. 47-801e, D. C. Code, 
1951 ed.), the applicable parts of which are as follows: 
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“ • • * That the real property exempt from taxation 
in the District of Columbia shall be the following and 
none other: 

Section 1. (a) * • • 

(j) Buildings belonging to and operated by schools, 
colleges, or universities which are not organized or 
operated for private gain, and which embrace the gen¬ 
erally recognized relationship of teacher and student. 

• • • 

(r) (1) Grounds belonging to and reasonably required 
and actually used for the carrying on of the activities 
and purposes of any institution or organization entitled 
to exemption under the provisions of this Act. 

• • • 

Sec. 5. Any institution, organization, corporation, 
or association aggrieved by any assessment of real 
property deemed to be exempt from taxation under the 
provisions of this Act may appeal therefrom to the 
Board of Tax Appeals for the District of Columbia in 
the same manner and to the same extent as provided in 
sections 3 and 4 of title IX of the District of Columbia 
Revenue Act of 1939, as amended: Provided, However, 
That payment of the tax shall not be prerequisite to 
any such appeal.” 

STATEMENT OF POINTS. 

1. Having determined that Petitioner’s real property 
here involved belonged to and was operated by a school 
which was not organized or operated for private gain and 
which embraced the generally recognized relationship of 
teacher and student, the Tax Court erred in not holding 
such property to be exempt from taxation as expressly pro¬ 
vided in the applicable statute. 

2. The Tax Court erred in holding that Petitioner’s real 
property here involved was not exempt from taxation be¬ 
cause the school conducted by Petitioner was not open to 
all who might apply. 
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3. The Tax Court erred in holding as a matter of law that 
the services performed by Petitioner as a school did not 
relieve the District of Columbia of a burden which it would 
othewise have to assume and were not of sufficient benefit 
in character to support a subsidy or an appropriation im¬ 
plicit in the exempting statute. 

SUMMARY OF ARGUMENT. 

The applicable statute exempts from taxation District of 
Columbia real estate belonging to and operated by schools 
not organized or operated for private gain and embracing 
the generally recognized relationship of teacher and student. 
The Tax Court found that the uncontradicted evidence in 
this case established that Petitioner’s property fully met 
the statutory requirements for exemption. The Tax Court, 
therefore, erred in denying the exemption. 

The Tax Court held that because Petitioner’s school was 
open only to Petitioner’s members and was not open to all 
who might apply for enrollment, the exemption should be 
denied. There is no such requirement in the statute grant¬ 
ing the exemption. The statute is clear in its meaning, and 
there is no justification for the interpolation of an addi¬ 
tional qualification into the statute for the purpose of de¬ 
feating the privilege granted. To deny the exemption solely 
upon the ground that Petitioner’s school was not open to 
all who might apply obviously would defeat the intention 
of Congress in enacting the statute granting the exemption. 

The statute granting the exemption prescribed in effect 
the standard of curriculum and pedagogy required for ex¬ 
emption, which was that the generally recognized relation¬ 
ship of teacher and student should exist. Any non-profit 
school, college, or university meeting that requirement per¬ 
forms a function which must otherwise be performed by the 
government, and consequently comes within the reason for 
subsidy implicit in tax exemption. Petitioner’s school was 
a bona fide non-profit educational institution, which met 
fully all the requirements of the statute granting exemption. 
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It therefore met the standards requisite to bring it within 
the reason for subsidy implicit for tax exemption. The 
cases cited by the Tax Court in support of its position that 
the services performed by Petitioner’s school were not of 
a character to support the subsidy implicit in tax exemp¬ 
tion are distinguishable, and the doctrine of those cases has 
no application to the present case. 

ARGUMENT. 

L 

Petitioner’s Real Property Here Involved Met All the 
Statutory Requirements for Exemption From Taxation. 

The statute relating to the exemption of real estate from 
taxation in the District of Columbia expressly and clearly 
exempts real estate belonging to and operated by a school 
which is not organized or operated for private gain and 
which embraces the generally recognized relationship of 
teacher and student. Xo other requirements whatever are 
prescribed by the statute. The Tax Court found that both 
requirements were met. (J. App. 11; 23.) 

The school operated by Petitioner was not organized or 
operated for private gain. Petitioner was incorporated 
under the provisions of the Incorporation Law of the Dis¬ 
trict of Columbia relating to societies, benevolent and edu¬ 
cational. '(Pet. Exh. 1.) Petitioner is a non-stock, member¬ 
ship corporation and operated at a financial loss. As shown 
by the audit report for the period June 1, 1949 to October 
31, 1951 (Pet. Exh. 5), Petitioner and its unincorporated 
predecessor association had a net operating loss in the 
amount of $1,728.47. For the year ended May 31,1951, Peti¬ 
tioner’s gross income was $9,244, of which $5,455 was from 
tuition, $2,960 from dues and the balance from miscellane¬ 
ous sources. For the same period Petitioner’s expenses 
were $9,543, of which $3,940 was for the salaries of instruc¬ 
tors, $1,434 was for other strictly educational purposes and 
the remainder was for miscellaneous purposes, practically 
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all of which contributed in an incidental manner to the pri¬ 
mary educational purposes of Petitioner. The excess of ex¬ 
penses over income for the year ended May 31, 1951 
amounted to $299.27. (Pet. Exh. 5, p. 7.) For the period 
June 1,1951 to October 31,1951 the excess of expenses over 
income amounted to $495.24. (Pet. Exh. 5, p. 6.) Ob¬ 
viously, the purpose of the school was to provide educa¬ 
tion and training in the subjects taught in the school and 
not to make money by the operation of the school. 

In construing a substantially similar statute this Court 
held that the term “private gain”, as used in the statute 
had reference only to gain realized by an individual or 
stockholder who had a pecuniary interest in the corporation, 
and did not apply even to profits realized by the institution 
but turned back into the treasury or expended for perma¬ 
nent improvements. District of Columbia v. Mount Vernon 
Seminary, 69 App. D. C. 251, 253,100 F. 2d 116,118 (1938). 
This Court said in that case that it was the evident inten¬ 
tion of the statute to exempt all institutions educational in 
nature, which are not commercial in their purpose. The 
legislative history of the statute involved in the present 
case shows conclusively that in enacting the statute the 
intention of Congress was to exempt all institutions, educa¬ 
tional in nature and not commercial in their purpose. When 
the statute here involved was pending enactment in Con¬ 
gress, both the House and the Senate Reports defined the 
purpose of the bill as follows: 

“This bill defines privately owned non-profit institu¬ 
tions which, because of their religious, charitable, ed¬ 
ucational, and scientific activities in the District, should 
be permitted to operate without the burden of taxation. 
The bill seeks to exclude from tax-exempt status those 
institutions which claim to perform this type of work, 
but are organized and operated for private profit and 
gain in contrast to those which derive no profit or gain 
from their operation. 1 ’ (H. R. Rep. No. 2635, 77th 
Cong., 2d Sess. (1942) 1; Sen. Rep. No. 1634, 77th Cong., 
2d Sess. (1942) 1, 2.) (Emphasis supplied.) 
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The United States Internal Revenue Code contains a pro¬ 
vision for the exemption from income tax all corporations 
organized and operated exclusively for religious, charitable, 
scientific or educational purposes, no part of the net income 
of which inures to the benefit of any private stockholder or 
individual. I. R. C. Sec. 101(6). As observed by this Court 
in District of Columbia v. Mount Vernon Seminary, supra, 
the Supreme Court of the United States held that a similar 
provision in the Federal Income Tax Act of 1913, 38 Stat. 
172, was intended to aid institutions “not conducted for 
private gain”. This Court, therefore, concluded, that an 
educational institution is not conducted for private gain 
if no part of the net income is applied to the benefit of any 
individual. In other words, the test is whether or not the 
corporation, otherwise coming within the terms of the ex¬ 
empting statute, is so operated as to produce a gain or 
profit which inures or is distributed elsewhere. In the 
present cases, the fact is that Petitioner operated at a loss. 
However, in view of the manner in which Petitioner was 
organized and operated, any profit which might have been 
realized would simply have been turned back into the treas¬ 
ury and expended later for Petitioner’s educational pur¬ 
poses. 

The fact that Petitioner’s school was subsidized to a 
considerable extent by contributions from the District of 
Columbia Bankers Association is no basis for determining 
that Petitioner’s school was organized or operated for pri¬ 
vate gain. In 7. T. 3330, I. R. B. Cum. Bui. 1939-2, p. 185, 
the Bureau of Internal Revenue ruled that the educational 
corporation there involved was exempt notwithstanding the 
fact that the income of the corporation was derived prin¬ 
cipally from membership dues, tuition and contributions 
from banks and was disbursed for operating expenses. 
From the statement of the facts set forth in 7. T. 3330, it 
appears reasonably certain that the corporation there in¬ 
volved was a chapter of the American Institute of Banking. 
The facts are almost identical with those of the present 
case. 
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There cannot be the slightest doubt that Petitioner’s 
school embraced the generally recognized relationship of 
teacher and student. The testimony shows that the school 
was conducted with all the formality of a college or univer¬ 
sity. The subjects taught were those usually given in any 
advanced school of business and finance. The school year 
commenced in September and ended in May. There were 
two semesters, one beginning in September and the other 
beginning in January. Classes were held in the evening 
from 7:00 p.m. to 8:30 p.m. Monday through Friday. (Pet. 
Exhs. 7 and 8.) Students were required to register not 
later than the first week of each semester. Formal class 
instruction was given. Quizzes and written examinations 
and a final examination were required. Students were re¬ 
quired to attend class regularly in order to take the final 
examination, not more than six absences being permitted. 
Each course required a minimum of forty-two hours in¬ 
struction divided into twenty-eight sessions or classes of 
one and one-half hours each. (J. App. 34-36.) The courses 
in the school were taught as most courses are taught in any 
university or college. (J. App. 72-74.) 

Upon the basis of the testimony and the other evidence 
submitted to the Tax Court in this case, it held unequivo¬ 
cally that Petitioner met the only two statutory require¬ 
ments for the exemption of its real property from taxation. 
In its opinion filed in this proceeding, the Tax Court stated 
that Petitioner is neither organized nor operated for pri¬ 
vate gain and that Petitioner is a school which embraces 
the generally recognized relationship of teacher and student. 
(J. App. 11.) The Tax Court held also, and we submit 
properly so, that although two rooms of Petitioner’s build¬ 
ing were used by the District of Columbia Bankers Associa¬ 
tion, no rent or income was derived therefrom, and that the 
social and other activities of Petitioner were incidental 
and not essentially different from similar activities usually 
carried on by schools and colleges. (J. App. 11.) 

The Tax Court concluded as a metter of law that the 
building here involved, being premises 1760 N Street, North- 
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west, Washington, D. C., belonged to and was operated by 
Petitioner, that Petitioner was a school not organized or 
operated for private gain and which embraced the generally 
recognized relationship of teacher and student, and that the 
land involved belonged to and was reasonably required and 
used for the activities and purposes of the school. (J. App. 
23). Having so concluded, the Tax Court should have 
granted the exemption claimed by Petitioner and erred in 
not doing so. 


n. 

The Fact That the School Conducted by Petitioner Was Not 
Open to All Who Might Apply Does Not Defeat the 
Exemption of Petitioner’s Property From Taxation. 

The Tax Court held in tins case that if the school con¬ 
ducted by Petitioner were open to all who might apply for 
enrollment as students, it would be entitled to the claimed 
exemption. (J. App. 23.) 

The question whether the fact that a school was not open 
to all who might apply would defeat an exemption from 
taxation was decided by this Court in the case of District 
of Columbia v. Mount Vernon Seminary, 69 App. D. C. 251, 
100 F. 2d 116. The issue in that case was whether the real 
property and the personal property of the Mount Vernon 
Seminary was exempt from taxation by the District of Co¬ 
lumbia. As to real property, the applicable statute (Act 
of July 1, 1902, c. 1352, Sec. 5, 32 Stat. 616) provided that 
property used for educational purposes that was not used 
for private gain was exempt from taxation. As to personal 
property, the applicable statute (Act of July 1,1902, c. 1352, 
Sec. 6, 32 Stat. 620) provided that personal property of all 
library, benevolent, charitable and scientific institutions 
incorporated under the laws of the United States or of the 
District of Columbia and not conducted for private gain 
should be exempt from taxation. The principal question 
involved in the case was whether the property of the Mount 
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Vernon Seminary was used “for private gain”. This 
Court held that the property was not used for private gain, 
and was exempt from taxation. However, another question 
involved was whether the fact that the school conducted by 
the Mount Vernon Seminary was not open to all who might 
apply would defeat the exemption. The Mount Vernon- 
Seminary was a corporation, organized under the laws of 
the District of Columbia, which operated a private school 
for girls in the City of Washington. Many students in 
attendance at the seminary were nonresidents of the Dis¬ 
trict of Columbia, and only those young ladies whose social 
and financial standing was acceptable to the Mount Vernon 
Seminary were accepted as students. The District of Co¬ 
lumbia contended that because the school conducted by the 
Mount Vernon Seminary was not open to all who might 
apply and because the seminary admitted as students only 
those persons whose social and financial standing was ac¬ 
ceptable to it, the exemption was defeated. However, this 
Court held that the restriction on the admission of students 
did not operate to defeat the exemption clearly granted 
by statute. On this point, this Court said (p. 254): 

“Appellant urges, also that many students in attend¬ 
ance at appellee’s seminary are nonresidents of the 
District of Columbia and, further, that appellee ac¬ 
cepts as students only those whose social and financial 
standing is acceptable to it. However, it is difficult 
to see what bearing this could have upon the question 
presented for decision. There is no qualification, ex¬ 
pressed or implied, in the statute favoring institutions 
which cater to all classes of persons or solely to resi¬ 
dents of the District of Columbia. While tax exemption 
statutes should be strictly construed, that principle does 
not justify the interpolation of such qualifications into 
a statute, clear in its meaning, for the purpose of de¬ 
feating the privilege granted.” 

The statute involved in the case of the Mount Vernon 
Seminary is substantially similar to the applicable statute 
in the present case. The statute here involved is equally as 
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clear and unambiguous as the statute in the Mount Vernon 
Seminary case. Here the statute lavs down only two tests, 
both of which this Petitioner has fully met. There is no 
more justification for the interpolation of additional qualifi¬ 
cations into the statute involved in this case than there was 
for doing so in the statute involved in the Mount Vernon 
Seminary case. 

Petitioner’s position upon this point is supported not only 
by the decision of this Court in the case of the Mount Ver¬ 
non Seminary, but also by certain of the cases cited by the 
Tax Court in its opinion filed in the present case. In the 
case of Cumberland Lodge No. 8 v. Mayor, et al., 127 Tenn. 
248,154 S. W. 1141, (J. App. 19), it was held that a Masonic 
Lodge teaching Masonry exclusively to Masons was per¬ 
forming a service which entitled it to an exemption from 
real estate taxation under a statute essentially similar to 
the one involved in this case. That case was neither cited 
nor relied upon below by Petitioner. To the extent that it 
may be in point it supports fully Petitioner’s position in 
the present case. In the report of the case of Sophia G. 
Coxe, 5 B. T. A. 261, cited by the Tax Court (J. App. 20) 
there is nothing to indicate that the educational activities 
of The Mining and Mechanical Institute of the Anthracite 
Region, Inc., of Freeland were open to all who might apply, 
or that that organization even conducted a school of any 
kind. Certainly there is nothing in the report of the case 
to suggest that the exemption status of the organization was 
in any way conditioned upon its benefits being open to all 
who might apply. In the case of Nashville Labor Temple 
Co. v. Nashville, 146 Tenn. 429, 243 S. W. 78, cited by the 
Tax Court in its opinion (J. App. 20) and cited also by 
this Court in support of its decision in the Mount Vernon 
Seminary case it appears affirmatively that at the time the 
case arose the educational courses given by National Labor 
Temple Company were it open to all who might apply, 
but -were available only to members of the organization 
involved. Therefore, these cases support Petitioner’s posi¬ 
tion in the present case. 
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The United States Bureau of Internal Revenue has ruled 
that an organization in all respects identical with Petitioner 
was entitled to exemption from Federal income taxation 
notwithstanding the fact that membership in the organiza¬ 
tion was required of a person desiring registration as a 
student. I. T . 3330, 1. R. B. Cum. Bui., 1939-2, p. 185. We 
quote from the statement of facts in that case as follows: 

“During the current scholastic year, courses are 
offered in the various banking subjects with instruction 
by the N University and 0 University professors and 
specialists in law r s affecting banks. Credit is given by 
these universities for the hours spent in such work. 
While it is not necessary to be a banker in order to take 
one or more of the courses, membership in the organ¬ 
ization is required of a person desiring registration as 
a student. Attendance records are kept and a student 
is not permitted to take a final examination unless he 
has attended 80 percent of all lectures. Final exam¬ 
inations are given in each course and a passing mark 
of 75 per cent is required. The present membership is 
composed of employees of banks of the community and 
banks located within 25 miles of the city of S. The 
income of the organization is derived principally from 
membership dues, tuition, and contributions from the 
banks of the City of S and vicinity and is disbursed 
for operating expenses.” (Emphasis supplied.) 

To take the position that only those schools w’hich are 
open to all who might apply are entitled to exemption under 
the statute here involved would result in a denial of exemp¬ 
tion to practically alll schools and education institutions 
in the District of Columbia other than public schools con¬ 
ducted by the Government of the District of Columbia on 
public property, which is not subject to taxation. It is a 
fact, of which judicial notice may be taken, that practically 
all private schools, including colleges and universities, even 
though not operated for private gain, are not open to all 
who apply, but have conditions and restrictions in respect 
of the enrollment and the admission of students. To deny 
exemption to a school meeting the requirements specified 











16 


by the statute only because the school is not open to all who 
might apply, would render practically nugatory the exemp¬ 
tion granted by the statute and obviously would defeat the 
intention of Congress in enacting the statute. 

Therefore, the fact that membership in Petitioner was 
required of a person desiring to register as a student in 
Petitioner’s school d<5es not defeat the exemption of Peti¬ 
tioner’s property from taxation, and the Tax Court erred 
in so holding. 


m. 

Petitioner’s School Met the Standards Requisite to Bring 
it Within the Reason for Subsidy Which is Implicit in 
Tax Exemption. 

ThewTax Court in this case held as a matter of law that 
the services performed by Petitioner as a school did not 
relieve the District of Columbia of a burden which it would 
otherwise have had to assume and were not of sufficient 
benefit in character to support a subsidy or an appropria¬ 
tion implicit in the exempting statute. (J. App. 24.) 

The extent to which property shall be exempt from taxa¬ 
tion is a matter for determination by the legislature. 
Congress by the statute involved in the present case de¬ 
termined that real property in the District of Columbia 
belonging to and operated by schools, colleges or univer¬ 
sities which are not organized or operated for private 
gain and which embrace the generally recognized relation 
of teacher and student shall be exempt. The Tax Court 
found that Petitioner’s property met both requirements, 
but denied exemption on the ground that the school per¬ 
formed no service bringing it within the reason for subsidy. 

In the case of District of Columbia v. Mount Vernon 
Seminary, 69 App. D. C. 251, 254, 100 F. 2d 116, this Court 
held that a school which measures up to standards of cur¬ 
riculum and pedagogy set by the government performs a 
function which must otherwise be performed by the gov- 
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eminent and consequently comes within the reason for 
subsidy which is implicit in a tax exemption. In the pre¬ 
sent case the standard of curriculum and pedagogy required 
for exemption from taxation is prescribed by the statute, 
and is that the generally recognized relationship of 
teacher and student must exist. In other words, if a school, 
college, or university carrying on its activities in the Dis¬ 
trict of Columbia is not organized for private gain and 
is a bona fide educational institution, it must be regarded 
as performing a function which would otherwise be per¬ 
formed by the government, and is therefore entitled to 
the exemption. The evidence in the present case shows 
conclusively that Petitioner’s school was a bona fide educa¬ 
tional institution. Therefore, it came within the reason 
for subsidy. 

The Tax Court in holding that Petitioner did not per¬ 
form a function which brought it within the reason for sub¬ 
sidy implicit in tax exemption, attempted to apply a 
principle of law which has no application in the present 
case. That principle is that the property of an educational 
or charitable organization located in a jurisdiction where 
the organization carries on no educational or charitable 
activity is not exempt from taxation by the jurisdiction 
where the property is located. An examination of the 
cases cited by the Tax Court in support of its holding on 
this point shows that the facts in those cases are readily 
distinguishable from the present case, and that the doctrine 
attempted to be applied by the Tax Court does not apply 
to the present case. The cases cited by the Tax Court are 
discussed in the immediately succeeding paragraphs of 
this brief. 

Hazen v. National Rifle Association of America, 69 App. 
D. C. 339, 101 F. 2d 432. (J. App. 11.) In that case the 
appellee contended that its personal property in the Dis¬ 
trict of Columbia was used for educational purposes and 
consequently was exempt from taxation. Appellee was a 
New York corporation. Its principal purpose and its 







18 


main activities related to encouraging the improvement 
of rifle marksmanship, particularly among civilians. How¬ 
ever, as determined by this Court, the educational phase 
of appellee’s activities was merely incidental and collateral 
to social, recreative, promotional and propaganda phases 
which constituted its major reason for existence. The ex¬ 
emption was denied because the appellee was not a true 
educational institution in the sense of being a school, college 
or university, and, therefore, did not come within the neces¬ 
sity for government subsidy or immunity implicit in tax 
exemption. 

Lloyd Library and Museum v Chipman, 232 Kv. 191, 22 
S. W. 2d 597. (J. App. 12.) Appellant in this case was an 
Ohio corporation which owned and operated a library and 
a museum in Ohio. Appellant also owned a farm in Ken¬ 
tucky, from which a small income was derived. Appellant 
conducted its charitable and educational work wholly out¬ 
side the State of Kentucky. The question was whether the 
farm in Kentucky was exempt from taxation in that State 
under a provision of the Constitution of the State of Ken¬ 
tucky exempting from taxation institutions of education not 
used or employed for gain. The exemption was denied be¬ 
cause appellant was a foreign institution which rendered 
no service of an educational or charitable nature within the 
State of Kentucky. 

Layman Foundation v. City of Louisville , 232 Ky. 259, 22 
S. W. 2d 622. (J. App. 12.) Appellant was a Tennessee 
corporation organized for charitable and educational pur¬ 
poses. Its charitable and educational activities were per¬ 
formed in Tennessee, and it carried on no charitable or 
educational work in Kentucky. It owned real estate in Ken¬ 
tucky, the rental income from which was used for educa¬ 
tional purposes in Tennessee. The question was whether 
the real estate in Kentucky was exempt from taxation under 
a provision of the Constitution of the State of Kentucky 
exempting property belonging to an “institution of purely 
public charity”. The exemption was denied on the ground 
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that the charity was not dispensed in Kentucky and the 
educational services were not rendered to the people of 
that State. 

State of Kansas ex rel. Taggart v. Holcomb, 85 Kan. 178, 
116 Pac. 251. (J. App. 12.) Kansas City Missouri, built 
a waterworks plant in nearby Kansas, and claimed that the 
property was exempt from taxation under a provision of the 
Constitution of the State of Kansas exempting property 
used for municipal purposes. The Court held that the pro¬ 
vision in the Constitution related only to municipalities of 
the State of Kansas and not to those of another state which 
rendered no service to the State of Kansas or to its citizens 
and residents. 

Morgan v. A. T. <& S. F. R. Co., 116 Kan. 175, 225 Pac. 
1029. (J. App. 17.) Appellants were trustees of a testa¬ 
mentary charitable trust created by a resident of the State 
of Ohio to establish and maintain a home for orphans in 
Ohio. The action was one of mandamus to compel the ap¬ 
pellee to transfer on its books certain stock standing in the 
name of the testator. The State of Kansas was an inter¬ 
vener. The question involved wns whether a statute of the 
State of Kansas exempting property to or for the use of 
benevolent or charitable societies or institutions from the 
operation of the inheritance tax law applied to those that 
were non-residents of the State of Kansas. On the authority 
of State of Kansas v. Holcomb, supra, the Court held that 
the exemption did not apply because the charitable organiza¬ 
tion claiming the exemption carried on none of its charitable 
work within the State of Kansas. 

In re Park College, 170 Okla. 132, 39 Pac. 2d 105. (J. 
App. 17.) Park College was a church college and a chari¬ 
table and religious institution located in the State of Mis¬ 
souri. It owned income producing real estate in the State 
of Oklahoma. However, it carried on no educational, char¬ 
itable, or religious activities in Oklahoma and none of the 
income from the real estate in Oklahoma was ever used for 
religious or charitable purposes within the State of Okla- 
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homa. The question was whether the real estate in Okla¬ 
homa was exempt from taxation under a provision of the 
Constitution of Oklahoma exempting from taxation prop¬ 
erty used exclusively for schools and colleges and for re¬ 
ligious and charitable purposes. It was held that the 
exemption did not apply because there was no benefit to 
the State of Oklahoma or its people. 

People v. Merchants Trust Co., 328 Ill. 223,159 N. E. 266. 
(J. App. 17.) In this case there was a testamentary gift 
by a resident of Illinois for the construction and equipment 
of a public library in the State of New York. The question 
was whether the bequest was exempt from Illinois inheri¬ 
tance tax. The court held that the exemption provision of 
the Illinois inheritance tax did not apply to property given 
for a charitable purpose or use outside the State of Illinois. 

National Wild Life Federation v. District of Columbia, 
D. C. B. T. A., Docket No. 354. (J. App. 17.) In this case 
all except a negligible portion of the activities of the organ¬ 
ization claiming the exemption were carried on outside the 
District of Columbia. 

If in the present case Petitioner’s activities had been 
carried on wholly outside the District of Columbia, then the 
doctrine of the cases discussed above would apply, and any 
property owned by Petitioner in the District of Columbia 
would not be exempt from taxation by the District of Colum¬ 
bia. However, such was not the case. Petitioner was and 
is a District of Columbia corporation. Its educational 
activities were and are carried on wholly within the District 
of Columbia. Consequently, the doctrine of the above cases 
cited by the Tax Court is not applicable here. 

The Tax Court in its opinion also cited and quoted from 
the cases of Miller v. Lamar Life Ins. Co., 158 Miss. 753, 
131 So. 282., and Carteret Academy v. State Board, 102 
N. J. L. 525, 133 A. 886. (J. App. 18.) Both cases are 

readily distinguishable on their facts from the present 
case. In the Miller case it was held that interest-bearing 
securities and solvent credits acquired by Mississippi in- 
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surance company were exempt from Mississippi ad valorem 
taxes and that the statute granting the exemption was not 
unconstitutional. In the Carteret Academy case, the court 
found that the property was in fact used for profit and that 
certain amendments to the certificate of incorporation and 
by-laws of the corporation owning the property did not 
have the effect of changing the corporation into a non¬ 
profit organization because there had been no change in the 
nature of the activities carried on by the corporation. In 
the present case the Tax Court found that Petitioner was 
not organized for private gain or profit. 

It follows that Petitioner’s school met the Standards 
requisite to bring it within the reason for the exemption 
granted by the statute here involved. 

CONCLUSION. 

Petitioner’s real property consisting of Lot 820 in Square 
159 and the building thereon known as 1760 N Street, N. W., 
was exempt from taxation for the fiscal year 1952, and the 
decision of the Tax Court should be reversed. 

Nelson T. Hartson, 

James C. Rogers, 

810 Colorado Building, 
Washington 5, D. C., 
Attorneys for Petitioner. 

Hogan & Hartson, 

Of Counsel, 


September 19, 1952. 
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I. 

PLEADINGS, DOCKET ENTRIES AND OTHER 

PAPERS. 

1 Filed Oct 5 1951 

BOARD OF TAX APPEALS FOR THE DISTRICT OF COLUMBIA 

Docket No. 1275 

Washington Chapter of the American Institute of 
Banking, a corporation, Petitioner, 

v. 

District of Columbia, Respondent. 

Petition 

The above-named Petitioner appeals from an assessment 
of taxes against it, and avers as follows: 

1. Petitioner, Washington Chapter of The American In¬ 
stitute of Banking, is a corporation organized and existing 
under the laws of the District of Columbia with principal 
office at 1760 N Street, N. W., Washington, D. C. 

2. The tax in controversy is a real estate tax for the tax 
fiscal year 1952 in the amount of $709.82. 

3. The notice of assessment is undated other than mak¬ 
ing reference to fiscal year July 1, 1951 to June 30, 1952. 
A copy thereof is attached hereto as Exhibit A. On or 
about May 14,1951, Petitioner filed with the Board of Com¬ 
missioners of the District of Columbia an application for 
exemption from real estate tax of Petitioner’s real estate 
known as Lot S20 in Square 159 under the provisions of 
Section 1 of the Act of Dec. 24, 1942, 56 Stat. 1089, ch. 826 
(Sec. 47-801a, D. C. Code, 1940 ed., Sup. VII) upon the 
ground that said property belongs to and is operated by a 
school which is not organized or operated for private gain 
and which embraces the generally recognized relationship 
of teacher and student. On or about September 11, 1951, 
Petitioner was advised by the Secretary of the Board of 
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Commissioners of the District of Columbia that Petitioner’s 
application was denied. A copy of the letter, dated Sep¬ 
tember 10, 1951, denying the application is attached 
2 hereto as Exhibit B. This appeal is made pursuant 
to the provisions of Section 5 of the Act of Dec. 24, 
1942, 56 Stat. 1091, ch. 826 (Sec. 47-S01e, D. C. Code, 1940 
ed., Sup. VII) without payment of the tax. 

4. The assessment of tax is based upon the following 
errors: 

(1) The error of the Board of Commissioners of the Dis¬ 
trict of Columbia in failing to find that Petitioner’s real 
estate known for purposes of assessment and taxation as 
Lot 820 in Square 159 belongs to and is operated by a 
school which is not organized or operated for private gain 
and which embraces the generally recognized relationship 
of teacher and student, and that such property is therefore 
exempt from real estate taxation pursuant to the provisions 
of Section 1 of the Act of Dec. 24, 1942, 56 Stat. 1089, ch. 
826 (Sec. 47-801a, D. C. Code, 1940 ed., Sup. VII). 

(2) The error of the Board of Commissioners of the Dis¬ 
trict of Columbia in denying the application of Petitioner 
for exemption of its real estate known as Lot 820 in Square 
159 from real estate tax, and in causing or permitting said 
real estate to be assessed for real estate tax for the tax 
fiscal year 1952. 

5. The facts upon which Petitioner relies as the basis of 
this proceeding are as follows : 

(a) Petitioner is a corporation organized and existing 
under the laws of the District of Columbia and was incor¬ 
porated February 1, 1950, pursuant to the provisions of 
Subchapter Three of Chapter Eighteen of the Act entitled 
“An Act to Establish a Code of Law for the District of 
Columbia”, Act of Mar. 3, 1901, 31 S’tat. 1283, ch. 854, as 
amended, (Secs. 29-601 to 29-606, incl., D. C. Code, 1940 ed., 
including Sec. 29-603, D. C. Code, 1940 ed., Sup. VTI.). 

(b) Petitioner was organized for educational purposes, 
and continuously since its incorporation its principal activ- 



4 


ity has been, and still is, the conducting of a school for the 
teaching of the theory and practice of banking and the 
principles of law and economics pertaining to the banking 
business. 

3 (c) On or about July 26, 1950, Petitioner acquired 

by purchase the real estate situated in the District of 
Columbia known for purposes of assessment and taxation as 
Lot 820 in Square 159, improved by a building thereon 
known as 1760 N Street, N. W., Washington, D. C. 

(d) Upon acquiring said real estate, Petitioner caused 
the building thereon to be remodeled for school purposes so 
as to provide five principal class rooms and additional 
space in the basement and elsewhere in the building for 
educational purposes. 

(e) Commencing in September 1950 Petitioner has used 
said real estate for the purpose of conducting its aforesaid 
school. Petitioner still uses said real estate for said pur¬ 
pose and intends to continue using it for said purpose in¬ 
definitely. 

(f) Neither Petitioner nor the school conducted by it is 
organized or operated for private gain. 

(g) The school conducted by Petitioner embraces the 
generally recognized relationship of teacher and student. 

Wherefore, Petitioner prays that this Board may hear 
the proceeding and determine that Petitioner’s real estate 
known as Lot 820 in Square 159 in the District of Columbia 
is exempt from real estate tax pursuant to the provisions 
of Section 1 of the Act of Dec. 24, 1942, 56 Stat. 1089, ch. 
826 (Sec. 47-S01a, D. C. Code, 1940 ed., Sup. VII). 

Washington Chapter of The American 

Institute of Banking 

By Ralph H. Mittendorff 
President 

1760 N Street, Northwest 
Washington 6, D. C. 

Petitioner 

##•*•••••* 
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8 Filed Apr 25 1952 

Findin g s of Fact and Opinion 

This is an appeal from the assessment of a tax on peti¬ 
tioner’s real estate which the petitioner claims is exempt 
from taxation under the provision of Section 47-801a (sub¬ 
section (j)). The only question involved is whether the 
petitioner is a school not organized or operated for private 
gain, and which embraces the generally recognized relation¬ 
ship of teacher and student. 

FINDINGS OF FACT 

Petitioner, Washington Chapter of The American In¬ 
stitute of Banking is a District of Columbia corporation 
organized under District of Columbia Code 1940, sections 
29-601 to 29-606, inclusive. The certificate of incorporation 
states its objects to be to promote the objectives of the 
American Institute of Banking, namely: (1) the education 
of bankers in the theory and practice of banking and in 
those principles of law and economics that pertain to the 
banking business: (2) the establishment and maintenance 
of a recognized standard of Banking education by means of 
official examinations and the issuance of certificates of 
graduation; and (3) to engage in such other activities as 
would tend to encourage the attainment of the foregoing 
objectives. 

Petitioner was incorporated on February 1, 1950. It 
succeeded to the activities of an unincorporated association, 
and upon its formation the assets of the unincorpo- 

9 rated association were transferred to petitioner 
-which assumed its liabilities. 

After the incorporation of petitioner, it entered into an 
agreement with District of Columbia Bankers Association 
to the effect that the Bankers Association would provide 
petitioner with the funds to purchase Lot 920 in Square 
159, being premises 1760 N Street, Northwest, and would 
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bear all operating expenses plus the repairs necessary to 
change the building over to proper quarters for a school; 
and petitioner would permit Bankers Association to main¬ 
tain its offices in the building for as long as the building 
was used for school purposes, without payment of rent. 

The property involved in this appeal was conveyed to 
petitioner by National Association of Broadcasters by deed 
recorded July 28,1950. In order to buy the property, peti¬ 
tioner borrowed money from a bank, and when final settle¬ 
ment of the purchase was made, Bankers Association do¬ 
nated the cost to petitioner and that money was used to pay 
off petitioner’s bank loan. The total cost of acquisition 
and all remodeling was about $75,000, of which about $73,000 
was donated bv Bankers Association. 

Bankers Association is comprised of banks and trust 
companies in the District of Columbia and within a radius 
of twenty miles thereof. Its objects are to promote the 
general welfare of banks and allied objectives. All of the 
banks engaged in business in the District are members of 
the association, with the exception of one bank which has 
never applied for membership. 

Petitioner is a chapter of The American Institute of 
Banking, which is a national organization having a chapter 
or study group in each State. Membership in petitioner 
is open to all employees, officers and directors of banking 
institutions within the District of Columbia or within a 
radius of twenty miles thereof. Those with financial insti- 
tutions which are members of American Bankers Associa¬ 
tion are eligible for active membership, and those 
10 with financial institutions which are not such mem¬ 
bers are eligible for associate membership. Associate 
members have the same rights and privileges, as active 
members, except the right to vote, to hold elective office, 
to represent petitioner as a delegate at national conventions 
of The American Institute of Banking, and the right to 
participate in any inter-chapter contest for any award by 
The American Institute of Banking. 
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During the periods from September, 1950 and ending in 
May, 1951, petitioner used the building on the property for 
the conduct of an educational program, which consisted of 
teaching of the fundamentals of banking, savings banking, 
commercial law, negotiable instruments, economics, business 
administration, money and banking, analyzing financial 
statements, credit administration, bank administration, cor¬ 
poration finance, investments, trust business, consumer 
credit, home mortgage lending, effective speaking, and busi¬ 
ness English and letter writing. The hearing of this appeal 
occurred on November 14, 1951, which was during the first 
semester of the 1951-1952 term. During that semester the 
subjects designated therefor were given, namely, funda¬ 
mentals of banking, negotiable instruments, business ad¬ 
ministration, accounting, analyzing financial statements and 
trust business. Petitioner has no power to confer degrees 
and it has not done so. 

Only members of petitioner were eligible to take these 
courses. There are no educational requirements or exam¬ 
inations for entrance. The charges for tuition were $10, 
$15 or $20 per course, to members of petitioner who were 
employees of member banks of Bankers Association of 
Washington, D. C. Clearing House Association, and $15, 
$20 and $25 to others. In some cases the costs of tuition 
were borne by the students and in others by their employ¬ 
ers, depending upon the policy of the employing banks. 
The students attend of their own volition. 

The course followed an outline as prescribed by The 
American Institute of Banking. A regular faculty 
11 gives the courses. They are not full-time employees 
of petitioner. The instructors gave lectures, con¬ 
ducted quizzes and gave written examinations. The quizzes 
and examinations constitute 50% of the marks for the 
course, and the other 50% is the final examination, which 
is a three hour examination at the end of the term. Regu¬ 
lar text books were assigned to the students. Students were 
required to attend regularly in order to qualify to take the 
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final examination and receive credit for the course. Forty- 
two hours of instruction in each subject were required. 
Most classes have twenty-eight sessions of an hour and one- 
half each, and not more than six absences were permitted. 
Seventy-five is a passing grade, with a minimum of sixty 
in the final examination. Students who made a satisfactory 
grade in their written examination were certified by The 
American Institute of Banking as having passed. During 
the term 1950-1951, the total enrollment was about 525 
students, and for the now current vear it is about 300. 

The land is improved by a four story and basement build¬ 
ing, which occupies all of the lot except an area in the rear 
thereof extending over the full width of the lot and about 
the depth of two automobiles. 

The basement contains a class room which will accommo¬ 
date fifty or sixty students, and also contains a furnace 
room, cloak room, lavatory, two small vacant rooms and a 
supply closet. 

The first floor contains a class room which will accommo¬ 
date between fifty and sixty students. There are three other 
rooms on the first floor, two of which are occupied by the 
District of Columbia Bankers Association, and one of which 
is a small storeroom. The rooms assigned to the Bankers 
Association are occupied by its permanent secretary and 
the credit association is maintained there. Prior to occupy¬ 
ing these quarters, the association occupied rented quarters 
for which it paid $300 per month. 

12 The second floor contains a cloakroom and a class 
room which will accommodate seventy-five to eighty 
students, and can be divided into two parts, each holding 
half that number. The second floor also contains two rooms 
which are used as the office of petitioner for the conduct 
of its general business, and also a supply room for text 
books, office material, and as a meeting room. It also con¬ 
tains a lounge room. 

The third floor contains a small room used for storage of 
old records, a class room which accommodates about thirty- 
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five students, another class room accommodating twenty- 
five to thirty students, and a lavatory and lounge room. 

The fourth floor is a penthouse type of room and is not 
occupied. 

The class rooms contain the usual type of school furniture 
such as chairs with desk arms attached, teachers’ lecterns 
or tables, and blackboards. 

For the year ended May 31, 1951, petitioner’s gross in¬ 
come was $9,244 of which $5,455 was from tuition, $2,960 
from dues and the balance from miscellaneous sources. Its 
expenses were $9,543, of which $1,434 was educational, and 
$3,940 was for the instructor’s salaries, and the remainder 
for miscellaneous purposes. The maintenance of the build¬ 
ing cost $3,279, which was paid by Bankers Association pur¬ 
suant to the arrangement referred to heretofore. The taxes 
on the real estate if they should be held to be ultimately 
assessable, will be borne by Bankers Association. 

On or about May 14, 1951 petitioner applied to the Com¬ 
missioners of the District of Columbia for exemption from 
real estate taxes with respect to the property, under the 
provisions of D. C. Code 1940, Supp. VII, sec. 47-801a, upon 
the ground that the property belongs to and is operated by 
a school, which is not organized or operated for profit or 
gain and which embraces the generally recognized relation¬ 
ship of teacher and student. The application was denied on 
September 10, 1951. 

13 In the latter part of August or early September, 
1951, the Assessor made an assessment of $709.82 for 
real estate taxes against the property for the fiscal year 
ending June 30, 1952. On October 5, 1951, petitioner ap¬ 
pealed to this Board from the assessment, upon the ground 
that the Assessor had erred in failing to find that the prop¬ 
erty belongs to and is operated by a school not organized 
or operated for profit or gain, and which embraces the 
generally recognized relationship of teacher and student, 
and is therefore exempt from real estate taxes in accord¬ 
ance with the provisions of District of Columbia Code 
1940, Supp. VII, sec. 47-801a. 
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OPINION 

As far as here pertinent, the Act of December 24, 1942, 
56 Stat. 1089, ch. 826 (Chap. 8, Title 47 D. C. Code 1940 ed. 
Supp. VII) provides as follows: 

“* * * That the real property exempt from taxation 
in the District of Columbia shall be the following and 
none other: 

Section 1. (a) • * * 

(j) Buildings belonging to and operated by schools, 
colleges, or universities which are not organized or 
operated for private gain, and which embrace the gen¬ 
erally recognized relationship of teacher and student. 

• • # 

(r) (1) Grounds belonging to and reasonably required 
and actually used for the carrying on of the activities 
and purposes of any institution or organization entitled 
to exemption under the provisions of this Act. 

• • # 

Sec. 2. If any building or any portion thereof, or 
grounds, belonging to and actually used by any institu¬ 
tion or organization entitled to exemption under the 
provisions of this Act are used to secure a rent or in¬ 
come for any activity other than that for which exemp¬ 
tion is granted such building, or portion thereof, or 
grounds, shall be assessed and taxed.’’ 

14 The petitioner claims that certain real estate 

situate in the District of Columbia, described as 
Lot 820 in Square 159, being premises 1740 N Street, 
Northwest (hereinafter called “the premises”) is exempt 
from taxation under the foregoing quoted portions of the 
Act of December 24, 1942. 

The corporate purpose of the petitioner, as set forth in 
its charter, is to promote the objectives of its parent organ¬ 
ization, the American Institute of Banking, by the ‘ ‘ educa¬ 
tion” of bankers in the theory and practice of banking and 
bv the establishment and maintenance of a standard of 
“banking education” by means of examinations and award¬ 
ing of certificates of graduation. 
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The petitioner is neither organized nor operated for pri¬ 
vate gain. The petitioner is a ‘ 1 school * * * which embraces 
the generally recognized relationship of teacher and stu¬ 
dent.” The land upon which the building is located is 
11 Grounds belonging to and reasonably required and actu¬ 
ally used for carrying on the activities and purposes of” 
the petitioner. True, a portion of the building is used by 
the Bankers Association, but no rent or income is derived 
therefrom. The social and other activities of the petitioner 
are incidental and not essentially different from the extra 
curricular activities, such as dances, banquets and the like, 
of many schools and colleges; and should not defeat exemp¬ 
tion, if the property was otherwise exempt. For, as said in 
School of Domestic Arts and Sciences v. Carr, 322 HL 562, 
153 N. E. 669, “If the property is devoted primarily to the 
religious and charitable purposes which exempt from taxa¬ 
tion, an incidental use for another purpose will not destroy 
the exemption.” 

In District of Columbia v. Mt. Vernon Seminary, 69 App. 
D. C. 251, 254, 100 F. 2d 116, it was stated that “The lan¬ 
guage of an exemption statute must be given its ordinary 
meaning. Moreover, when the legislative intent is plain 
from ambiguity, there is no reason for judicial con- 
15 struction of a statute.” It must not be forgotten, 
however, that farther on in the same decision Judge 
Miller said, 

“The important consideration is that the school shall 
measure up to standards of curriculum and pedagogy 
set by the Government. So long as it does—there is no 
contention to the contrary in this case—it performs a 
function which must otherwise be performed by the 
Government and, consequently, comes within the reason 
for subsidy which is implicit in a tax exemption.” 

And that the same distinguished jurist in another decision 
in the same volume, Hazen et al. v. National Rifle Assn. 
69 App. D. C. 339, 101 F. 2d 432, in denying exemption to 
the appellee held that, 
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“For all these reasons, therefore, the necessity for 
governmental subsidy or immunity which is implicit in 
tax exemption—upon the theory that the Government is 
relieved of its burdens—fails in the present case.” 

In one of the cases cited by Judge Miller in support of 
the ruling in the above two decisions was cited the case of 
Lloyd Library amd Museum v. Chipman, 232 Ky. 191, 22 
S. W. 2d 597, in which it was held that, 

“Exemptions to charitable and educational institu¬ 
tions are bottomed on the fact that they render service 
to the state, and thus relieve the state and its people of 
a burden which they otherwise would have to assume.” 

All of this brings us to the question, the answer to which 
is decisive herein, namely, does the conduct and operation 
of the petitioner in its primary function, namely, the educa¬ 
tion of bankers and bank employees in the theory and prac¬ 
tice of banking result in benefit or service to the District of 
Columbia by relieving it of a burden which it would other¬ 
wise have to assume. Such a principle has been somewhat 
elastically applied, because it is difficult to understand why 
the state or other taxing area has any obligation to supply 
education in medicine, law, religion, accountancy, foreign 
service and business administration, which are supplied by 
our local universities, whose real estate is exempt without 
any question or doubt by the taxing authorities. 
16 Nevertheless, as exemplified by the foregoing deci¬ 
sions, exemption from taxation does imply a subsidy 
in consideration of service in the nature of relief from a 
burden or obligation which the taxing area would other¬ 
wise assume, and this regardless of the language of the 
exempting statute. 

The two leading cases that point up the principle here 
under consideration are Layman Foundation v. City of 
Louisville, 232 Ky. 259, 22 S. W. 2d 622 and State of Kansas, 
ex rel. Taggart v. Holcomb, 85 Kan. 178, 116 Pa. 251, 50 
L. R. A. (N. S.) 243, Am. Cas. 1912D 800 (Cert. den. 226 
U. S. 599). In the Layman Foundation case the taxpayer, 
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as does the taxpayer here, met the requirement of the words 
of the Constitution of Kentucky, in that it was actually an 
“institution of purely public charity” and “an institution 
of education not used or employed for gain by any person or 
corporation, and the income of which is devoted solely to 
the cause of education.” The income from the real estate 
in the City of Louisville, Ky., which it sought to be 
exempted was, in the language of the Constitution, “de¬ 
voted solely to the cause of education,” that is to say, to 
support its school. The school, however, was not located in 
Louisville, but in Tennessee. The taxpayer claimed that 
the property was exempt under the plain language of the 
Constitution of Kentucky, but the Supreme Court of that 
state denied the exemption, holding: 

“It is a settled principle that taxation is the rule and 
exemption the exception, and immunity from sharing 
the common burden is allowed only to those who per¬ 
form duties which the state itself is obligated to dis¬ 
charge. Merrick Lodge v. City of Lexington, 175 Ky. 
275, 194 S. W. 92. We have uniformly adhered to the 
fundamental principle on which the right of exemption 
is always rested, which is that the institution must be 
rendering an essential service to the people of the com¬ 
monwealth, thereby relieving to that extent the charge 
on the general public. Trustees of Widows’ and Or¬ 
phans’ Fund v. Blount, 222 Ky. 717, 2 S. W. (2d) 394. 
We have just reconsidered the question, and reaffirmed 
the doctrine, which is manifestly sound, that, where an 
institution, even though it may be of a charitable or 
educational character, renders no service to the people 
of this state, its property herein is not exempt from 
taxation. Lloyd Library & Museum v. Chipman, Sher¬ 
iff of Grant County (KY), 232 Ky. 191), 22 S. W. (2d) 
597, decided December 17, 1929. It is not because the 
corporation is organized or created in another state, 
but because the charity is not dispensed here and the 
educational services are not rendered to the people of 
this state. No part of Kentucky’s duty is discharged 
by appellant in doing charitable or educational work 
in another state. Appellant alleged that all of its benev- 
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olence was bestowed outside of the state of Kentucky, 
and the business it conducts in the state is not of the 
character embraced by the definitions of a charitable or 
educational institution which have been adopted in 
this state.” 

17 In State of Kansas, ex rel. Taggart v. Holcomb 

(Supra) it appeared that the Constitution of Kansas 
provided that: 

“The legislature shall provide for a uniform and 
equal rate of assessment and taxation; but all prop¬ 
erty used exclusively for state, county, municipal, lit¬ 
erary, education, scientific, religious, benevolent and 
charitable purposes, and personal property to the 
amount of at least two hundred dollars for each fam¬ 
ily, shall be exempted from taxation.” 

Kansas City, Missouri, built its waterworks across the 
border in Wyandotte County, Kansas, and relying on the 
language of the Constitution of Kansas that property used 
for “municipal * * • purposes” was exempt from taxation, 
claimed that its property represented by its municipal 
waterworks was exempt from taxation by Wyandotte 
County, Kansas. The claim for exemption was denied by 
the Supreme Court of Kansas, which, in the course of its 
opinion, -stated: 

“From the organization of the state until the present 
time it has been provided by statute that property of 
this state and of the United States shall be exempt 
from taxation, as well as property of any county, city, 
town or school district. (Gen. Stat. 1868, ch. 107, sec. 
3; Laws 1907, ch. 408, sec. 2, Gen. Stat. 1909, sec. 9216). 
It is inconsistent with our theory of government for a 
sovereign state to tax itself or any of its instrumentali¬ 
ties in order to raise money for itself. It would amount 
to no more than taking money from one pocket and 
putting it into another. It has been held that a gen¬ 
eral provision that all property within the State shall 
be taxed necessarily implies an exception of the prop¬ 
erty of the state enacting the law and that of its 
agencies and instrumentalities, such as counties, cities, 
towns, and school districts. In section 773 of volume 
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2 of the fourth edition of Dillon’s Municipal Corpora¬ 
tion, it is said: 

“ ‘The general statutes of the state upon the subject 
of taxing property undoubtedly refer to private prop¬ 
erty, and not to that owned by the state; and, in view 
of the public nature of municipalities, and the pur¬ 
poses for which they are established, heretofore ex¬ 
plained, the author is of the opinion that such enact¬ 
ments do not, by implication, extend to any property 
owned by them—certainly to none owned by them for 
public uses.’ 

“Of like import are the following authorities: Peo¬ 
ple v. Doe 0. 1,034, 36 Cal. 220; Directors of Poor v. 
School Directors, 42 Pa. St. 21; Camden v. Village Cor¬ 
poration, 77 Maine, 530; 12 A. & E. Encycl. of L. 568. 

“There is, as we have seen, an express exemption of 
both federal and state property in Kansas, but it is 
claimed by the interpleader that this exemption applies 
to property of another state or, rather, to a munici¬ 
pality of the State of Missouri. A state is sovereign 
only within its own boundaries and its laws have no 
extraterritorial force. In making their constitu- 
18 tion the people of Kansas were providing for 
their own institutions, municipalities and 
agencies and r.ot for those of another sovereignty. The 
legislature, in enacting laws relating to taxation 
and to exemption from taxation, must be deemed 
to have understood the extent of its power and 
to have had in mind our own state and the counties, 
cities and school districts within the state for 
which it was empowered to legislate. (St. Edward’s 
College v. Tax Collector, 82 Tex. 1: The People v. Sea¬ 
man’s Friend Soc., 87 Ill. 246). It i>s true that the con¬ 
stitutional provision of relating to taxation (Const, art. 
11, sec. 1) does provide that all property used exclu¬ 
sively for ‘Municipal’ purposes shall be exempt, but 
the fact that the provision does not expressly say that 
the constitution is made for Kansas is not a good basis 
for an inference that the framers were attempting to 
regulate and protect the municipalities of other states. 
It is hardly to be presumed that they were attempting 
to exercise power over the state of Missouri, or of its 
municipal corporations, and neither can it be presumed 
that the legislature undertook to transcend its consti¬ 
tutional powers by providing a scheme of taxation 
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when the tax law was enacted. In the article of the 
constitution where the exemption is made of property 
used for state, county, and municipal purposes there 
is an exemption of personal property to the amount of 
at least $200 provided for each family and it does not 
expressly say that the exemption is intended for a fam¬ 
ily residing in Kansas, but it will hardly be contended 
that this exemption would apply to a family residing 
in another state that happened to own property in Kan¬ 
sas, and yet there is as good reason for holding that 
the provision applies to a Missouri family as that the 
earlier provision of the same section has reference to 
a Missouri municipality. In a subsequent section of the 
same article it is provided that the state shall not con¬ 
tract any debt until it is authorized by a vote of the 
electors, and, in another, a restriction is placed on the 
state in regard to borrowing money, while, in still an¬ 
other, the state is prohibited from carrying on any 
works of internal improvement. In none of these pro¬ 
visions is the name of the state given, but who would 
claim that any other state than Kansas was in mind 
or that these sections applied to any other state than 
our own. The provisions of both the constitution and 
the statutes, in relation to exemption from taxation, 
must be understood as referring to Kansas and to the 
counties, municipalities and families of Kansas over 
which it has power of visitation and control. 

“A reference is made to Sumner County v. Welling- 
tion, 66 Ivans. 590, as holding that the constitution con¬ 
tains a sweeping clause which absolutely prohibits the 
taxation of municipal property, regardless of whether 
the municipality is foreign or domestic. That case in¬ 
volved the right to tax the waterworks plant of a city 
of the state and, in consonance with the provisions of 
the constitution and statutes, it was held to be exempt, 
and the language of the opinion should be read in the 
light of the question that was being treated. There 
was no occasion there to draw distinctions between 
municipalities of this and other states and it probably 
never occurred to anyone concerned in the case that a 
city outside of the state might claim that the consti¬ 
tution was made to control it or to grant it immunity 
from taxation if it should bring its property within the 
state. The language of a decision, as well as of a 
statute or constitution, is to be understood in the sense 
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which will best harmonize with the subject under con¬ 
sideration, the occasion, and the object to be accom¬ 
plished. (Griffith v. Carter, 8 Ivans. 565; The State v. 
Bancroft, 22 Kan-s. 170; Endlich, Interp. of Stat., sec. 
73). 

19 “In The State v. Smiley, 65 Ivans. 240, it was 
held: 

“ ‘The general language of statutes will be limited 
to such persons and subjects as it is reasonable to pre¬ 
sume the legislature intended it should apply.’ ” (Syl. 
par. 1). 

In another Kansas case, Morgan v. A. T. & S . F. R. Co., 
116 Kans. 175, 225 Pac. 1029, 34 A.L.R. 625, the rationale 
for the rule that all exemptions are based upon benefits to 
the taxing area, or its relief from some government service 
was stated as follows: 

“Exemption to charitable, educational, and religious 
organizations is bottomed upon the fact that they ren¬ 
der service to the state, for which reason they are re¬ 
lieved of certain burdens of taxation. The effect of an 
exemption is equivalent to an appropriation. It can¬ 
not be said to have been the intent of the legislature to 
make appropriation for the benefit of maintenance of 
foreign charities which, at best, have a remote chance 
only of benefiting the citizens of this state.” 

See also Re Park College, 170 Okla. 132, 39 Pac. (2d) 105; 
People v. Mer. Tr. Co., 32S Ill. 223, 159 N.E. 266, 62 A.L.R. 
318. 

In National Wildlife Federation v. District of Columbia,, 
D.C. B.T.A. Docket No. 354, the taxpayer met the require¬ 
ments of the exempting provision then in force, in that it 
was a scientific institution “incorporated under the laws 
of the United States or the District of Columbia and not 
conducted for private gain.” It appears that all, except a 
negligible portion, if any, of the taxpayers’ activities were 
carried on without the District, and that little, if any, bene¬ 
fit to the District accrued from the scientific activities of 
the taxpayer. The taxing authority of the District assessed 
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a tax against the taxpayer’s personal property. On the ap¬ 
peal to this Board the assessment was affirmed, the Board 
holding: 

“It should always be kept in mind that whenever an 
exemption is granted the burden on the taxpayers in 
the particular jurisdiction is increased pro tanto. The 
question which presents itself, therefore, is whether 
the law concerning the exemption should be construed 
so as to cast upon the taxpayers of the District of Co¬ 
lumbia such added burden, light as it may be, when the 
scientific activities of the petitioner in the District are 
incidental and negligible when compared with the na¬ 
tion-wide activities of the petitioner. It seems to the 
Board that if the principle announced in Layman Foun¬ 
dation v. City of Louisville, supra; State of Kansas ex 
rel. Taggart v. Holcomb, supra, and Morgan v. A. T. & 
S. F. R. Co., supra, is sound, then it would fol- 
20 low that where the activities of the taxpayer in 
the taxing jurisdiction is incidental and negli¬ 
gible the exemption ought not to be granted. In 
other words, the Board does not believe on principle 
that a scintilla of activities is sufficient to support 
the exemption, but that activities must be essential 
and substantial and not incidental and negligible. 
There is no provision of law, nor is there any practical 
method whereby the tax assessed against the peti¬ 
tioner can be prorated on the basis of the portion of 
its scientific activities carried on in the District of 
Columbia.” 

Two of the cases cited with approval by Judge Miller in 
the Mt. Vernon Seminary and National Rifle Ass’n cases, 
are Miller v. Lamar Life Ins. Co., 158 Miss. 753, 131 So. 
282, and Carteret Academy v. State Board Taxes and As¬ 
sessments, 102 N.J.L. 525, 133 A. 8S6. In the former the 
highest court of Mississippi held: 

* the only limitation upon the legislative power 
to exempt property from taxation is that there must 
underlie the exercise of the power some principle of 
public policy that can support a presumption that the 
public interest will be subserved by the exemption 
granted.” 
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And in the latter we find this statement: 

“Exemption from taxation is a privilege accorded by 
the people to an institution in recognition of the fact 
that the institution as quid pro quo for the concession 
is practically performing a public w r ork, essentially of 
service to the state, without hope or expectation of re¬ 
muneration for the service performed.” 

In the opinion of the Board the fact that the petitioner is 
not a member of the Middle Atlantic Association of Sec¬ 
ondary Schools and Colleges is immaterial. Likewise the 
fact that its curriculum is not approved by the Board of 
Education, w'hich is a prerequisite in case only where the 
educational institution attempts to grant diplomas. If the 
petitioner’s school embraces the relationship of teacher and 
student, is not operated for private gain, and renders a 
service w T hich relieves the District of Columbia of a burden 
w T hich it would otherwise have to assume, it w'ould be en¬ 
titled to the claimed exemption, regardless of its lack of 
membership in the Middle Atlantic Association, and ap¬ 
proval of curriculum by the Board of Education. 

21 The Board, however, does not believe that the serv¬ 
ice performed by the petitioner is one that relieves 
the District of Columbia of a burden which it otherwise 
should assume, nor is of the character that would entitle 
the petitioner to a subsidy or an appropriation in the nature 
of an exemption from taxation. It must be borne in mind 
that exempting statutes must be strictly construed, and the 
burden is upon the taxpayer to show that it is entitled to the 
exemption claimed. Beta Xi Chapter v. City of New Or¬ 
leans , 18 La. App. 130,137 So. 204; People ex rel, Med . Soc . 
v. Neff , 34 App. Div. 83, 53 N.Y. Supp. 1077, 1079. 

The Board has been able to find but one case wherein the 
educational service rendered was restricted to a class as 
narrow' as in this proceeding, namely, Cumberland, Lodge 
No. 8 v. Mayor et al., 127 Tenn. 248, 154 S.W. 1141, w'hich 
held that a Masonic Lodge teaching Masonry exclusively to 
Masons was performing a service winch entitled it to an 
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exemption from real estate taxation under a statute 
essentially similar to the one here applicable. But for 
obvious reasons, and because that case is isolated, the 
Board feels that it should not follow it. 

There are cases which accord exemption from taxation 
to -schools for educating and training persons in business, 
commercial and industrial pursuits, but as far as discernible 
from the facts in those cases, the entrance to such schools 
was not restricted to a particular group, such as facts show 
in this proceeding. In Sophia G. Coxe, 5 B.T.A. 261, 263, 
it was held that a contribution to the Mining and Mechani¬ 
cal Institute of the Anthracite Coal Region, Inc., of Free¬ 
land was deductible in computing income taxes on the 
ground that it was an educational institution; the Board of 
Tax Appeals saying: 

“The Mining and Mechanical Institute of the Anth¬ 
racite Coal Region, Inc. of Freeland, was incorporated 
under the laws of Pennsylvania, July 31, 1894, for the 
purpose of affording educational and scientific ad¬ 
vancement for the men and boys engaged, or desirous 
of engaging, in the business of mining, mechanical or 
other pursuits to better fit themselves for the work 
which they propose to undertake, and to furnish those 
who desire the same proper facilities for preparing 
themselves for the examinations given by the Mining 
Commission of the State of Pennsylvania. It had no 
other purpose than to give education to the boys and 
men in that coal region. It was operated without profit 
—was run by means of an endowment fund and actually 
had a deficit each year.” 

22 An interesting case, and one cited by Judge Miller 
in the Mt. Vernon Seminary case, is Nashville Labor 
Temple Co. v. Nashville, 146 Tenn. 429, 243 S. W. 7S. There 
exemption from real estate taxation was granted in relation 
to a building belonging to a labor union and in which its 
members were taught in the crafts of machinery, sheet 
metal working, boiler making, steam pipe fitting, carpentry 
and the like. This case has given the Board a great deal 
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of concern because in the first place it was cited with 
approval by Judge Miller, on another point it is true, and 
because to some extent it supports the contention of the 
petitioner, at least superficially. In granting the exemp¬ 
tion the Supreme Court of Tennessee observed: 

“On the facts stipulated, it appears that complain¬ 
ant’s property is devoted to the purposes of education. 
It teaches men to be better machinists, better sheet 
metal workers, better boiler makers, better steam pipe 
fitters, better carpenters, etc. 

As said by the learned chancellor, to teach men in 
these arts or crafts is as essential and beneficial to the 
public as to teach one astronomy, civil engineering, 
medicine, pharmacy, or other useful professions. All 
of such arts or crafts, in which instructions are given 
by complainant corporation, are highly essential to 
the commercial and business interests of the country, 
and to the public welfare. Instructions which will 
make a better machinist, boiler maker, steam pipe 
fitter, plumber, or carpenter confers a benefit upon the 
public, and a consequent relief, to some extent, of the 
burden upon the state to care for and advance the 
interests of its citizens. It is conceded that complain¬ 
ant corporation is in no sense a corporation for profit.” 

Upon reading the statement of facts in the decision one 
cannot escape the impression that counsel for the taxpayer 
and the Supreme Court of Tennessee were conscious of 
wisdom or necessity of a showing that the educational fa¬ 
cilities “was open and free to all applicants.” Indeed, 
it was deemed wise or essential to recite a stipulation to 
the effect that as soon as then practicable the school would 
afford instruction in the mechanical arts for “the general 
public without regard to membership in labor unions.” 
This is what was said: 

23 “The ordinary meetings of these unions are 
executive or secret, and no person other than a 
member of such union is permitted to be present, un¬ 
less upon special invitation. At these meetings a num¬ 
ber of unions have one of their members, by lectures 
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and instructions given volutarily and without re¬ 
muneration, teach the various phases or principles of 
their art or craft; such instructions being designed to 
prepare those so taught to pass the required examina¬ 
tions by the unions and become a journeyman of that 
art or craft. 

“Blackboards are installed in the several rooms or 
halls of the temple by the local unions of sheet metal 
workers, machinists, boiler makers, steam fitters, car¬ 
penters, plumbers, and perhaps others. In each of 
these unions voluntary and unpaid instructors from 
their membership, who are specially fitted and compe¬ 
tent to do so, deliver lectures and instructions de¬ 
signed to promote the skill of such members in their 
art or craft. 

“Subsequent to the filing of the bill in this cause, 
but prior to the hearing in the court below, a school of 
mechanical drawing has been opened and taught, and 
the hall where said school is taught has been equipped 
with tools, desks, chairs, and other paraphernalia ne¬ 
cessary for the conduct of this school, which is open and 
free to all applicants, whether members of the union or 
not, and is in session four nights in each week. In this 
school there is one instructor, whose salary is paid by 
commissioners of Watkin’s Institute and the federal 
government jointly. ,, 

The stipulation of facts contains this further agree¬ 
ment: 

“ ‘Because of lack of financial ability and because the 
Labor Temple is in a formative period, the complain¬ 
ant through its general welfare committee and board of 
directors has not accomplished as yet all that was in 
the mind of the original corporators. It was and is 
in the mind and purpose of the general welfare com¬ 
mittee and the board, as rapidly as possible, to promote, 
establish, and maintain schools for instruction in the 
mechanical arts, and in the general principles of law, 
either free or at the lowest possible cost, and for the 
general public without regard to membership in labor 
unions.’ ” Emphasis Supplied. 

Here we have an organization called the Washington 
Chapter, American Institute of Banking, composed for all 
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practical purposes of employees of the member banks of the 
District of Columbia Bankers Association, conducting a 
school in a building donated to the Institute by the Bankers 
Association, the expenses of which, including the taxes here 
involved, if valid, being entirely underwritten by the Associ¬ 
ation, affording instruction in the limited field of banking 
to the members of the institute exclusively, whose tuition 
in many instances being paid by the employer banks. 
24 It is impossible to escape the conclusion that the 
American Institute of Banking is fostered by the 
District of Columbia Bankers Association and its member 
banks for the purpose of affording training and improve¬ 
ment of the employees of the member banks; and that if 
there results any benefit to the District of Columbia or its 
people, it is incidental and so inconsequential that it will 
not support a subsidy or an appropriation implicit in the 
claimed exemption. 

If the school conducted by the petitioner was open to all 
who might apply, it w’ould in the opinion of the Board be 
entitled to the exemption here claimed, regardless of the 
fact that the subjects of its instruction and training are 
constructed within the narrow branch of economics,— 
banking, because in recent years there has been added to 
the curriculum of recognized institutions of learning, such 
courses as business management, finance, even the narrow’ 
field of railroad management. But such is not the case, and 
as narrow’ as the point is, in the opinion of the Board it is 
controlling. 

For the reasons stated the Board must hold as a matter 
of law that, 

(1) the building here involved, being premises 1760 N 
Street, Northwest, Washington, D. C. belongs to and is 
operated by the petitioner, w’hich is a school not organized 
or operated for private gain, and w’hich embraces the gen¬ 
erally recognized relationship of teacher and student; and 
the land involved belongs to, and is reasonably required and 
actually used for the activities and purposes of such school. 
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(2) The services performed by the petitioner as a school 
do not relieve the District of Columbia of a burden which it 
would otherwise have to assume, nor are they of sufficient 
benefit in character to support a subsidy or an appropria¬ 
tion implicit in the exempting statute. 

(3) The assessment of a real estate tax against premises 
owned by the petitioner and here involved for the fiscal 
year ending June 30,1952 was valid and should be affirmed. 

Decision will be entered for respondent. 

Jo. V. Morgan, 

Member Sole. 

• ••*•••••# 

25 Filed Apr 25 1952 

Decision 

This proceeding came on to be heard upon the petition 
filed herein; and upon consideration thereof and of the 
evidence adduced at the hearing on said petition, it is, by 
the Board, this 25th day of April, 1952, 

Adjudged and Determined, That the assessment of taxes 
against the real estate of petitioner for the fiscal year 1952, 
herein appealed from, be, and the same is, hereby affirmed. 

Jo. V. Morgan, 

Member Sole, 

Board of Tax Appeals, D. C. 

• *•#*••••# 

26 Filed May 23 1952 

Petition for Review by the United States Court of Appeals 
for the District of Columbia Circuit of a Decision by 
the Board of Tax Appeals for the District of Columbia 
*****•*••• 
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II. 

EXCERPTS FROM TESTIMONY AND PROCEEDINGS. 

32 Ralph H. Mittendorff was called as a witness by 
counsel for the petitioner and, having been first duly 

sworn, was examined and testified as follows: 

33 Direct Examination 

By Mr. Rogers: 

Q. Please state your full name. A. Ralph Holman 
Mittendorff. 

Q. Where do you reside, Mr. Mittendorff? A. 5511 
Glenwood Road, Bethesda, Maryland. 

Q. What is your principal business or occupation? A. 
I am Assistant Treasurer of the American Security and 
Trust Company, a banking organization. 

Q. How long have you been so employed? A. Approxi¬ 
mately 20 years. 

Q. Are you connected in any manner with the Washing¬ 
ton Chapter, American Institute of Banking, a corporation 
organized under the laws of the District of Columbia? A. 
I am. 

Q. What is your connection with that corporation? A. 
I am President of the Chapter. 

Q. How long have you been president of the Chapter? A. 
Since June 1, 1951. 

The Board: Is that the Chapter in a real sense, or is it 
simply the name of the corporation? 

The Witness: Your Honor, it is a chapter in the sen'se 
that it has other branch chapters throughout the country. 
It is a national organization and each city has a chapter 
or study group. 

34 The Board: How are they affiliated? 

The Witness: Well, we are— 

The Board: Are they separate corporations? 
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The Witness: Some of them are not incorporated. They 
are separate in that sense. 

The Board: Thev are different entities? 

The Witness: That is correct. 

The Board: From the Washington one. 

The Witness: That is correct. 

By Mr. Rogers: 

Q. What other offices, if any, have you occupied in the 
Washington Chapter of the American Institute of Banking, 
and when? A. I have occupied all of the elective offices 
since 1947, namely, in 1947 I was Chief Counsel, then the 
following year Treasurer, and Second Vice President and 
First Vice President of the Chapter, and then assumed 
office of the President. 

Q. Do you have any other official connection with the 
Chapter? A. I am automatically a member of the Board of 
Governors, being an officer of the Chapter. 

Q. How long have you been a member of the Board of 
Governors of the Chapter? A. Since my election as Chief 
Counsel in 1947. 

35 The Board: Wait a minute. This corporation is 
onlv a vear and a half old. 

w •> 

By Mr. Rogers: 

Q. Mr. Mittendorff, you refer to the fact that you occu¬ 
pied prior offices in the Chapter. Having in mind the fact 
that this body corporate known as the Washington Chapter, 
American Institute of Banking, was incorporated in Febru¬ 
ary of 1950, will you explain to the Board what you meant 
when you said that you had occupied certain offices since 
1947? A. Well, before—since 1947, up until February of 
1950, the Chapter was an unincorporated organization, and 
the line of officers was continued after the elections were 
held after our incorporation. 
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Q. What happened to the unincorporated association? A. 
That was dissolved. 

Q. What became of its assets and liabilities? A. It was 
transferred in their entirety to the incorporated organ¬ 
ization. 

38 By Mr. Rogers: 

Q. Mr. Mittendorff, I hand you a document and ask you 
to state, if you will, what that is. A. This is a copy of the 
by-laws of the Washington Chapter of American Institute 
of Banking. 

Q. Will you examine it and assure yourself that you are 
familiar with that entire document? A. Yes, sir. 

Q. You know of your personal knowledge that these are 
the by-laws of the Washington Chapter of the American 
Institution of Banking, regularly adopted? A. They are, 
sir. 

• «•*••*•** 

39 By Mr. Rogers: 

Q. Mr. Mittendorff, referring to Petitioner’s Exhibit 5 
for identification, have you had occasion to examine 

40 that report carefully? A. Yes, sir, I have. 

Q. Are you personally familiar with the financial 
operations of the Chapter during the period covered and 
of its predecessor for the period referred to therein? A. 
I am. 

Q. Does that report truly and correctly reflect the finan¬ 
cial operations of the Washington Chapter, American In¬ 
stitute of Banking, a body corporate, and of its predecessor 
unincorporated association for the period indicated? A. 
It does. 

• ••*•••••* 
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49 By Mr. Rogers: 

Q. Mr. Mittendorff, has the Washington Chapter 
.30 of the American Institute of Banking at any time 
since it acquired the X Street property in 1950 taken 
any steps to sell or dispose of it? A. Xo, sir. 

Q. And it still owns that property? A. It still owns the 
property. 

Q. And has owned it continuously since the acquisition 
in July 1950? A. Yes, sir. 

The Board: Is there any vacant property involved in 
this? 

Mr. Rogers: Xo, sir. 

The Board: What does the property consist of? 

Mr. Rogers: I am just about to come to that. 

The Board: Because you claim exemption under Sub¬ 
division (r). I was wondering about the relevance of that. 

Mr. Rogers: The building stands on land and, if Your 
Honor read the first subdivision carefully, it says buildings 
only. 

The Board: What I am trying to get is whether there is 
any addiitonal ground. 

Mr. Rogers: Xo, Your Honor. It is just the building and 
the ground upon which it stands and appurtenant to it. 

The Board: I assume the building stands on the ground. 

Mr. Rogers: There may be an area-way or small 
51 back yard or something of that kind. 

The Board: Does the building occupy the whole 

lot? 

The Witness: I should say about 98 percent. There is 
a small area in the back where a few automobiles are 
parked, such as a back yard would be. 

The Board: All right. 

By Mr. Rogers: 

Q. Mr. Mittendorff, have you been in the X Street prop- 

ertv? A. Yes, sir. 

* / 
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Q. You are personally familiar with the building? A. 
Yes, sir. 

Q. Will you, in your own words, give the Board a rather 
detailed description of the building, of the entire building, 
of the rooms and the arrangements, and so forth? 

The Board: Mr. Rogers, I have always taken the position 
that it was a situation on the first of July that governed. 
So I suggest you pin the witness down to that date. 

By Mr. Rogers: 

Q. Very well. You were personally familiar with this 
building on July 1, 1951? A. Yes, sir. 

Q. Will you please state to the Board, describe to the 
Board, the condition of the building at that time and its 
general arrangements, giving a rather detailed de- 
52 scription of the building. A. The building, of course, 
is located at 1760 X Street, and is a rather large 
stone and brick structure with two entrances on N Street. 
One is a basement entrance. The other, the main entrance, 
is accessible by means of a sort of circular staircase enter¬ 
ing into the first floor. 

The first floor consists of a long hallway, at the end of 
which is a class room. There are three other rooms on the 
first floor. 

Q. How many will that class room accommodate, approxi¬ 
mately? A. It will accommodate normally between 50 to 
60 students. 

Q. All right, proceed. A. The three other rooms located 
on the first floor of the structure are to your left. The first 
two, as you enter the front door, are occupied by the Dis¬ 
trict of Columbia Bankers Association, and behind that 
is a small store room. 

There are two staircases going up into the building, one 
at the rear of the hall, and one in the front, the front stair¬ 
case being rather wide, and which is the one that is used by 
the students more frequently than the smaller staircase. 
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The basement-there are steps leading at the rear 

of the first floor hall to the basement, and as you reach 
the bottom of the basement steps to the front of the build¬ 
ing, is a large room reaching approximately from the 

53 middle of the structure to the basement entrance. 
This room is used as a class room and can accom¬ 
modate approximately the same number of students as the 
first floor class room. 

The front part to the right of that class room in the 
basement is the furnace room, and behind that room is a 
room which is at the present time being used as a cloak 
room but can be used in the future as a library. It has 
shelves built in to it and was part of the former building 
before we acquired it. 

There is an entrance directly in the center of the base¬ 
ment leading out to an area-way on the side of the struc¬ 
ture, which area-way continues along the side of the build¬ 
ing to the back lot. 

There is a men’s lavatory at the rear of the basement, 
together with two small rooms which are at the present 
time vacant, and underneath the staircase there is a sup¬ 
ply closet. 

On the second floor, front, there is a small room which 
is used as a cloak room; at the end of the front hall and to 
the right, extending for approximately half of the building, 
is a rather large class room which can be divided by a slid¬ 
ing partition into two class room spaces. 

Q. How many students can be accommodated there? A. 
If the class room was used in its entirety as one room, 
which frequently happens, we can accommodate as 

54 many as 75 to SO students. 

If they w’ere divided, I would say the front por¬ 
tion could accommodate approximately 40 and the rear por¬ 
tion approximately 35. That is an approximate guess. It 
could be a little more and little less. 
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At the rear of the second floor hallway, where the rear 
stairs connects with the hallway are two rooms which are 
used as the offices of the American Institute of Banking— 
Washington Chapter of the American Institute of Banking. 

There is also between the class room space and the office 
a women’s lounge room. 

Q. Let me interrupt at that point to inquire for what 
purposes the offices just referred to are used. What is done 
in those offices? A. The offices on the second floor which 
are used for offices of the Washington Chapter of the 
American Institute of Banking are used to conduct the gen¬ 
eral business of the Chapter and also as a supply room for 
text books and our office material and also used as a meet¬ 
ing room. 

Q. Plea-se proceed with your description of the remainder 
of the building. A. There is just one staircase, and that is 
the main staircase, leading from the second floor up until 
the third floor of the structure, and the front part of 
55 the building on the third floor directly at the end of 
the hall, is a small room which at the present time is 
used for storage of old records and photographs and et 
cetera, pa-st history of the Chapter since its founding, that 
is, both the old organization and the new organization. 

From that room at the front of the third floor there is a 
staircase leading to a penthouse type of room on the fourth 
floor. This portion of the building is not occupied. There 
are no records kept in that whatsoever. 

On the third floor front to your right of the hall is a 
classroom which accommodates about 35 students, and di¬ 
rectly behind that class room, facing the front of the build¬ 
ing to your right, is a second class room accommodating 
about 25 to 30 students. 

At the further end of the hall, there is a men’s lavatory, 
and on the left side of the building, as you stand facing the 
front of the building, is a lounge room for the students— 
small lounge room. 
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I believe, Mr. Rogers, that constitutes the description of 
the building, except that there is a small amount of space 
in the rear of the building. 

The Board: Now you said before in response to my ques¬ 
tion that the building occupied about 98 percent of the lot; 
vou didn’t mean that literally, did vou? 

The Witness: Well, no, sir. I am rather poor at 

56 figures. It is the relationship of a home, together 
with a back yard. That is about what it is. 

The Board: How deep is the back yard? 

The Witness: Well, let me -see. 

Mr. Rogers: May it please— 

The Board: It is not important. As deep as one car, two 
cars? 

The Witness: About as deep as two automobiles. 

The Board: That is enough. And as wide as the house? 

The Witness: As wide as, yes. 

By Mr. Rogers: 

Q. Mr. Mittendorff, in your statement you referred to 
certain rooms in this building on N Street as class rooms. 
A. Yes. 

Q. How are those class rooms equipped? What furni¬ 
ture and fixtures, if any, are there in those class rooms? 
A. In each class room we have the usual school furniture, 
such as a chair with a desk arm attached together; with the 
exception of the basement class room, built-in blackboards 
and teacher’s lectern or table at the front of the class 
room. 

Q. Is there any blackboard or are there any blackboards 
in the basement class room? A. Yes, sir. There is a port¬ 
able blackboard in the basement class room. 

Q. Mr. Mittendorff, what is and was on July 1, 

57 1951 the principal activity of the Washington Chap¬ 
ter of American Institute of Banking? A. The prin¬ 
cipal activity as of that date of Washington Chapter, 
American Institute of Banking is to teach the subjects, 
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the theory of banking, law, economics and accounting, per¬ 
taining to banking matters. 

Q. Does the Washington Chapter, or did it then, engage 
in any other activities of any kind? A. Yes, sir. The 
Washington Chapter has a program of semi-educational 
and educational activities, such as debates, public speak¬ 
ing contest, and then, of course, we have our annual ban¬ 
quet which is held each year together with social activities 
on the lighter side. We usually try to have a dance for the 
membership twice a year. 

The Board: Do vou run a matrimonial agencv? I see 
here a whole column devoted to wedding activities. 

Mr. Rogers: You may answer the question. 

The Board: It mav incriminate him. 

(Laughter) 

The Witness: That is what I was thinking, Your Honor. 

That booklet is more of a personal booklet for the mem¬ 
bers, as Your Honor observes there. It gives the activity 
of the various people and organizations involved. 

By Mr. Rogers: 

Q. Mr. Mittendorff, during the instruction period 
58 of ’50-51, approximately how many students were 
enrolled in the school? A. The total enrollment for 
the year ’50-51 was approximately 525 students. 

*••*•*•••• 

Q. Mr. Mittendorff, if you know, please state how many 
students were enrolled in the courses conducted by the 
school during the school year 1951-52. That is the current 
year. How many are enrolled for this current year? A. 
May I ask a question? 

Q. No. 

The Board: Either you know or don’t know. 

By Mr. Rogers: 

Q. Do you know the present enrollment of the school? 
A. Up to the present date. 
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Q. Well, we can’t expect you to predict the enrollment. 
I am just inquiring, Do you know the present enrollment 
for the current year? A. The present enrollment is ap¬ 
proximately 300, at the present time. 

The Board: And has been for how long? 

59 The Witness: Since the starting of the first term, 
October 1st, of this year, sir. 

By Mr. Rogers: 

Q. Mr. MittendorfF, referring to Petitioner’s Exhibit 
Number 7, Educational Program for 1950, 1951, were the 
courses described in that pamphlet actually given in the 
school during that period? 

The Witness: Yes, sir. All of these courses were given 
during the year 1950-51 by Washington Chapter, American 
Institute of Banking. 

By Mr. Rogers: 

Q. By the instructors referred to as the faculty? A. Re¬ 
ferred to as the faculty in that educational program. 

Q. Mr. MittendorfF, directing your attention to Petition¬ 
er’s Exhibit Number S, Educational Program for 1951, 
1952, are the courses of instruction described therein now 
being given in the school? A. Not all of them as described 
in here, because of the fact that this booklet includes the 
second semester which does not start until January 28 of 
next year. 

60 Q. Are all of the courses described in there for the 
first semester now being given in the school? A. No, 

sir. The course in effective speaking and the course in 
business English and letter-writing were dropped from the 
curriculum. 

Q. Are all the other courses referred to therein for the 
first semester now being given in the school? A. Yes, sir. 

Q. By the faculty members who are referred to as giving 
them? A. Yes, sir. 
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Q. Mr. Mittendorff, please describe in your own words, 
rather fully, to the Board just how the classes in the school 
are organized and conducted. A. Well, each—at the be¬ 
ginning of each school term, namely, approximately Oc¬ 
tober of each year, the students or prospective students 
and members of the Chapter are notified by means of other 
members and members of a board known as the “Board of 
Counsels” of the intention of the school to conduct courses 
in accordance with the educational program that has been 
laid out. 

These students are contacted by means of letters, pos¬ 
ters, and personal contacts and advised of the beginning of 
classes. 

When a student desires to enroll, they report on the reg¬ 
istration dates indicated in the educational program 
61 and sign up for the class they desire to take. That 
registration night is usually held a week prior to the 
opening of the school, and it is held on two successive eve¬ 
nings. 

A student can also enroll on the first night or first week 
of school, rather. The students are then given at the time 
of this registration the text book for the course they desire 
to enroll in and are told what room to report to and at 
what date, what time. 

That is more or less, in brief, how our students are as¬ 
sembled from their various banks, and that is how the class 
is commenced. 

Q. How are the classes conducted? A. The classes are 
conducted in the usual manner that we think of a school 
being conducted. 

We have an instructor for each class, and we have the 
relationship between the instructor and his students. They 
follow it. 

The course follows a prescribed outline that is given by 
the national organization of the American Institute of 
Banking. The instructor gives lectures to the students 
seated before him in the class rooms. He conducts quizzes, 
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and from time to time written examinations and, of course, 
a final examination. 

Q. Is it or is it not necessary for a student to attend 
regularly in order to complete the course and be 

62 certified? A. Yes, sir. A student has to attend regu¬ 
larly in order to be qualified to take the final exami¬ 
nation and receive credit for the course. 

At the present time we require 42 hours of instruction. 
The classes, most classes, have 28 sessions of an hour and a 
half each, and not more than six absences are permitted. 

Q. Is it necessary before being certified as completing 
the course that the -student make a satisfactory grade in a 
written examination? A. Yes, sir. 

Q. Given by the instructor? A. Given by the instructor. 
Q. Mr. Mittendorff, directing your attention again to Pe¬ 
titioner’s Exhibit Number 5, the audit report, did the 
Washington Chapter, American Institute of Banking, a 
body corporate, or its unincorporated predecessor asso¬ 
ciation, during the period covered by the report own any 
property or assets or have any income other than as re¬ 
flected in the report? 

63 The Witness: No, sir. 

By Mr. Rogers: 

Q. Mr. Mittendorff, in your testimony you referred in de¬ 
scribing the building to the fact that two rooms on the first 
floor of the building at 1760 N Street were occupied by the 
District of Columbia Bankers Association. Was there on 
July 1, 1951, or has there been at any time, any written 
agreement between Washington Chapter American 

64 Institute of Banking and the District of Columbia 
Bankers Association regarding the occupancy and 

use of those two rooms by the District of Columbia Bank¬ 
ers Association? A. No, sir. 

Q. Has there been any verbal understanding between the 
officers of the two groups regarding the use and occupancy 
of that site? 
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Mr. Walker: If the Board please, I object to that. 

The Board: Why? 

Mr. Walker: I don’t think there has been any testimony 
that Mr. Mittendorff entered into any negotiation with any¬ 
body or that he was the proper one to do it. 

The Board: He is asking first whether there was one. 
Let’s get an answer to that. 

Was there an oral agreement? 

The Witness: There was. 

By Mr. Rogers: 

Q. Yes, or no, please. Was there an oral understanding 
between the officers of the Washington Chapter and the 
District of Columbia Bankers Association? A. Yes. 

The Board: Who made it? Did you make it? 

The Witness: No, sir. 

By Mr. Rogers: 

Q. When was that understanding entered into, if 
65 you know? Do you know when the understanding 

was entered into? A. After the building was pur¬ 
chased. 

The Board: That is a safe answer. 

Do you know who made the agreement? 

By Mr. Rogers: 

Q. Who was President at the time? A. Mr. Samuel C. 
Redman was President of the Chapter at the time. 

Q. What office did you occupy at the time? A. That of 
first vice president. 

Q. Do you know of your own personal knowledge—you 
have testified there was a verbal arrangement. Do you 
know of your own personal knowledge what that arrange¬ 
ment is and was? 

Mr. Walker: Oh, if the Board please, I will have to ob¬ 
ject to that. He has already testified that he didn’t make 
anv agreement. 
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The Board: He might have been present when it was 
made. 

Mr. Walker: That ha-s to be established. 

The Board: We can’t find out until we ask him. 

Were you present at the making of any agreement about 
that? 

The Witness: No, sir. 

By Mr. Rogers: 

Q. Were you at that time a member of the Board 

66 of Governors of the Washington Chapter? A. Yes, 
sir. 

Q. Was the arrangement between the Washington Chap¬ 
ter and the D. C. Bankers Association discussed and re¬ 
ported to the Board of Governors? A. Yes, sir. 

Q. What was the arrangement that was reported to the 
Board of Governors and approved by the Board of Gov¬ 
ernors, if it was approved? A. Briefly, we were to decide 
what space we needed as class rooms and if we could let the 
District of Columbia Bankers Association have two rooms 
that were not suitable for class room space to be used as 
their office. 

These rooms, of course, were decided upon because of the 
fact that they could not be used in any way for class rooms 
in the sense that they didn’t accommodate enough students, 
and the District of Columbia Bankers Association told the 
Chapter verbally that the maintenance of the building 
would be paid out of the Chapter’s funds and then a bill 
submitted at the end of each month by the Treasurer of the 
Chapter to the District of Columbia Bankers Association 
and the Chapter would be reimbursed for the maintenance 
cost. 

The Board: Of the whole building or just the rooms? 

The Witness: Beg pardon, sir? 

The Board: Of the whole building or just the 

67 rooms occupied by the Association? 

Mr. Rogers: For the whole building. 
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The Witness: For the whole building. Such maintenance 
cost would include heat, light, and necessary— 

The Board: I think there is a schedule there—Schedule 
G—which gives those items in detail. 

The Witness: Yes, sir. 

By Mr. Rogers: 

Q. Does the D. C. Bankers Association pay any money 
to the Washington Chapter, or did it then, as rent? A. No, 
sir. 

Q. Where did the money come from, if you know, to buy 
this property? A. In order to make settlement on the 
house, the Chapter at the time borrowed the money from 
the Riggs National Bank and when the final settlement was 
made, the District of Columbia Bankers Association paid 
over the cost to the Washington Chapter, and that money 
in turn was used to pay off the note. 

The Board: Would this be a correct statement then, that 
the Chapter bought the property with money furnished by 
the Bankers Association? 

The Witness: Yes, Your Honor. 

The Board: Bought or paid for it. 

The Witness: Yes, sir. 

68 By Mr. Rogers: 

Q. Did the Chapter agree to repay the District of Co¬ 
lumbia Bankers Association in any way? A. No, sir. We 
have no agreement whatsoever. 

Cross-Examination 
, By Mr. Walker: 

Q. Mr. Mittendorff, aside from the course in effective 
speaking and business English, letter-writing, which I un¬ 
derstood you to say has been dropped this semester, does 
Petitioner’s Exhibit 8 fully list all courses taught during 
the present semester? A. May I just examine it? 
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The Board: Do you mean the present semester or pres¬ 
ent term? 

69 Mr. Walker: Present term. 

The Witness: Yes, sir. I would call your atten¬ 
tion to one other cour-se that doesn’t have a date here. It is 
listed under special courses that we are conducting, a day¬ 
time course in “You and Banking”. 

By Mr. Walker: 

Q. Mr. Mittendorff, as President of the Washington 
Chapter of the American Institute of Banking, have you 
ever applied to the Board of Education for the District of 
Columbia for authority to issue certificates or diplomas? 
A. No, sir. 

Q. Has your course or curricula been approved by the 
Board of Education for the District of Columbia? A. No, 
sir. 

Q. Has any application been made to the board for ap¬ 
proval of such curricula or courses? A. No, sir. 

Q. Is there any authority, constituted or otherwise, by 
virtue of which the Washington Chapter of the American 
Institute of Banking, Incorporated, can issue certificates, 
diplomas, degrees, or other recognition of courses com¬ 
pleted? A. The Washington Chapter does not issue directly 
the certificates, pre-standard certificates. We merely cer¬ 
tify to the National Office of the American Institute of 
Banking that a student has completed a prescribed course 
to obtain either a pre-standard or standard certifi- 

70 cate. Upon receipt of that information, which 
amounts to the instructor’s report going in from the 

various classes—they keep a full record of every student 
who pursues a course—they will then award the certifi¬ 
cates to be given to the student. 

Q. Is the Washington Chapter of the American Institute 
of Banking, Incorporated, a member or an associate member 
of the Middle Atlantic Association of Secondary Schools 
and Colleges? A. No. No, sir. 
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Q. To your knowledge, has it applied for such member¬ 
ship? A. The Washington Chapter? 

Q. Yes. A. No, sir. 

The Board: What does that mean, that he knows it has 
not, or you don’t know? 

The Witness: The Washington Chapter has not, sir. 

By Mr. Walker: 

Q. Mr. Mittendorff, during the present term of the ac¬ 
tivities here of the American Institute of Banking, Wash¬ 
ington Chapter, were there any entrance examinations 
required for admission to the courses? A. No, sir. 

Q. Were there any educational requirements? A. 
71 No, sir. 

Q. Now what classes of students, if any, did you 
have? That is, who was eligible for education? A. The 
students who are eligible to participate in classes, I believe 
—may I quote from the exhibit? 

Q. You may refresh your recollection. A. Yes, sir. And 
I would like to read from the educational program: 

“Membership is open to all employees, officers and di¬ 
rectors of banking institutions. Those with a financial in¬ 
stitution which is a member of the American Bankers 
Association are eligible for active membership. Those with 
a financial institution which is not a member of the 
American Bankers Association are eligible for associate 
membership.” 

The Board: That is for membership in the association? 

The Witness: That is correct, sir. 

The Board: I think Mr. Walker is inquiring—am I 
wrong—about who was eligible to attend the classes. 

The Witness: Employees and officers of all member banks 
of the District of Columbia Bankers Association and any 
other financial institutions which may be approved by the 
Board of Governors, such as the Comptroller’s Office, U. 
S. Treasury Department, or the Reconstruction Finance 
Corporation. 
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By Mr. Walker: 

Q. But membership is not open to the public gen- 

72 erally, that is, enrollment? A. No, sir. 

Now, Mr. Mittendorff, I notice in your testimony 
you testified that Lloyd Carey was the chairman of the 
Committee on Education. A. That is correct. 

Q. Mr. Carey, during this term, was an officer of the 
Suburban Trust Company? A. That is correct, sir. 

Q. And that Suburban Trust Company is located in Silver 
Spring, Maryland? A. That is right. 

Q. Among other places? A. Yes, sir. 

Q. And were there students in the Washington Chap¬ 
ter of the American Institute of Banking during this 
term or are there now who were employed by banks outside 
the District of Columbia? A. Yes, sir. 

Q. Were there some employed by banks in Montgomery 
County, Maryland? A. Yes, sir. 

Q. Were there some employed by banks in Prince 
George’s County, Maryland? A. Yes, sir. 

73 Q. In Arlington County, Virginia? A. Yes, sir. 
Q. Alexandria? A. I would like to answer that. 

Q. Do you know? 

Mr. Rogers: Do you know? If you don’t know , just 
sav so. 

The Witness: I don’t know. 

By Mr. Walker: 

Q. Do you know about Fairfax County, Virginia? A. I 
don’t know. 

Q. It could well be, though? A. It could be. 

Q. It would be no disbarment of their enrollment? A. 
No. 

The Board: Are those banks of which Mr. Walker has 
just been talking about members of the Bankers Asso¬ 
ciation? 

The Witness: Some of them are member banks; some of 
them are not. 
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The Board: In other words, a bank does not have to be 
doing business in the District to be a member of the Dis¬ 
trict Bankers Association? 

The Witness: Your Honor, I am not too qualified to an¬ 
swer that. 

The Board: All right, then don’t. 

74 Mr. Rogers: If you don’t know, then just say “I 
don’t know 7 .” 

By Mr. Walker: 

Q. Now w T hat are the dues for attending the Washington 
Chapter of the American Institute of Banking? A. Mem¬ 
bership dues are five dollars a year. 

The Board: Do you mean tuition? 

Mr. Walker: I mean tuition. 

The Witness: May I again refer to the exhibit. 

Tuition on the pre-standard and standard courses offered 
amount to ten dollars to employees of member and associate 
member banks of the D. C. Bankers Association or Wash¬ 
ington, D. C., Clearing House Association, and fifteen 
dollars to others. 

Now on the graduate course, it costs $20.00 to employees 
of member and associate member banks of the District of 
Columbia Bankers Association or Washington, D. C. Clear¬ 
ing House Association, and $25.00 to others. 

The special course in “You and Banking” is the same as 
our pre-standard and standard course. 

By Mr. Walker: 

Q. Now, Mr. Mittendorff, during the present term, is it 
not a fact that the tuition of all the students in the pre¬ 
standard and standard courses were paid by the banks em¬ 
ploying such students if they were bank employees? 

75 A. No, sir, they were not. 

Q. Whom w r ere they paid by, do you know? A. 
They were paid by both the students and by the banks. 

Q. Now what would determine, if you know, what factors 
would determine—if you know—who paid the tuition? A. 
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We know from, shall I say, experience that certain banks 
in the District of Columbia have their students when they 
enroll pay their own tuition. Other banks, I understand— 

Mr. Rogers: Do you know? 

The Witness: I know. I know. 

—have deductions taken from the students’ or employ¬ 
ees’ salaries and we bill the bank directly. 

**#*#**••* 

By Mr. Walker: 

Q. Are you an officer of the American Security and Trust 
Company? A. Yes, sir. 

Q. Do you know whether or not the American Security 
and Trust Company paid for those, if any, of its students 
attending the Washington Chapter of the American Insti¬ 
tute of Banking during the present term? A. During the 
present term, the American Security and Trust Company 
has paid only the cost of the text book and member- 
76 ship, not the tuition. 

Q. Not the tuition. The students pay the tuition? 
A. The students pay the tuition. 

Q. Do you know whether or not any other banks in the 
District of Columbia paid the tuition for employees during 
the present term? That is do you know? A. No, sir. 

Q. You don’t know? A. No, sir. I couldn’t say for 
certain. 

Q. Who is the Treasurer of the Chapter? A. Mr. Wilmer 
J. Waller, Jr. 

Q. He is present? A. Yes, sir. 

Q. The tuition is paid to him? A. Yes, sir. 

The Board: Where does he deposit, Hamilton? 

The Witness: Hamilton National Bank, yes, sir. 

By Mr. Walker: 

Q. Mr. Mittendorff, that loan from the Riggs National 
Bank for the purchase of this property, was that an inter¬ 
est-bearing note? A. No, sir. 
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Q. That was non-interest bearing, promissory note? A. 
Yes. 

Q. Signed by whom? A. Mr. Redman was the 

77 President of the Chapter and, of course, it would 
have to be signed by him. I can not tell you whether 

or not the Treasurer signed the note. 

Q. How long have you been associated with the Wash¬ 
ington Chapter of the American Institute of Banking? 

Mr. Rogers: And its predecessor, the unincorporated 
organization. 

By Mr. Walker: 

Q. And its predecessor. A. Since approximately 1933. 
Q. Now are you familiar with the history of the Wash¬ 
ington Chapter of the American Institute of Banking, Inc., 
and its predecessor prior to 1933? A. To some extent. 

Q. Do you know whether or not, as a matter of fact, it 
was originally a function of the District of Columbia Bank¬ 
ers Association? A. No, sir. 

The Board: Do you mean you don’t know? 

Mr. Rogers: You don’t know, or it wasn’t it? 

The Witness: It was not. 

The Board: Mr. Walker, don’t ask “do you know”. Ask 
a question. 

By Mr. Walker: 

Q. Mr. MittendorfF, isn’t it a fact that the Washing- 

78 ton Chapter of the American Institute of Banking 
and its predecessor now perform functions origin¬ 
ally performed by the District of Columbia Bankers Associ¬ 
ation? A. No, sir. 

Q. That is not a fact? A. No, sir. 

^Q. Do you know when the Washington Chapter of the 
American Institute of Banking w r as first organized? A. 
Yes, sir. It was started in 1901 and was known as the 
American Institute of Banking Clerks at that time. Its 
sole purpose then, as it is now, was the teaching of banking 
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subjects, such as banking theory and practice, law economics 
and accounting, and the name later on was changed to the 
American Institute of Banking. 

Q. At one time that Institute had offices in the National 
Press Building? A. The present National Press Building? 
Q. Yes. A. I don’t know, sir. 

Q. Do you know that they had them in the American 
Security Building? A. Yes, sir. 

Q. And that is the building owned by American Security 
and Trust Company? A. Yes, sir. 

79 Q. Now was their rent paid by the Chapter for the 
use of that portion of the American Security and 

Trust Building? A. No, sir. 

Q. The American Security and Trust Company was at 
that time, was it not, a member of the District of Columbia 
Bankers Association? A. Yes, sir. 

Q. Has the Chapter ever had its headquarters or its 
center of activities in any other bank building of the Dis¬ 
trict of Columbia? A. Bank building? 

Q. Yes. 

The Board: Wait a minute. The American Security is 
not a bank building. 

Mr. Walker: Well, a trust company building. 

The Board: In my view, the building he is talking about 
is an office building but is owned by the American Security 
and Trust Company. But it is not a bank building. Per¬ 
haps the first floor is—the building I am thinking about. 
It is an office building, part of which is being occupied by 
the bank. 

The Witness: Yes, sir. 

Mr. Walker: I believe I made that clear with ques¬ 
tions. I said the American Security Building; then I said 
owned by the American Security and Trust Company. That 
is correct, isn’t it? 

80 The Witness: Yes. 

The Board: I am trying to get myself straight 
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about whether they had offices in the banking or office build¬ 
ing part of it. 

By Mr. Walker: 

Q. Well, Mr. Mittendorff, tell us about the annual con¬ 
vention held by the Washington Chapter of the American 
Institute of Banking. A. The Annual convention is not 
held by the Washington Chapter. The Washington Chapter 
is invited by the national organization to send delegates to 
the convention, which is held annually each year approxi¬ 
mately the first week in June at a city designated by the 
national office. These cities usually come through invita¬ 
tion from the various chapters throughout the country, and 
at the convention there are educational forums in all phases 
of banking theory and practice held throughout the week 
of the convention. 

81 Q. May I interrupt you just a minute, Mr. Mitten¬ 
dorff. In Petitioner’s Exhibit Number 8, under the 
heading “The Annual Convention”, it is stated: 

“The annual convention of the Institute is held in the 
month of June.” 

Your testimony, I take it, is that by the phrase “the 
Institute” it is not speaking of the Institute that publishes 
this but some other institute? A. It is speaking of the 
national organization of which we are a part. 

Q. I see. You refer to your organization as “the 
Chapter”? A. Washington Chapter, yes, sir, of the Ameri¬ 
can Institute of Banking. 

Q. I see. 

Now continue with the convention. 

A. Well, briefly, the general convention sessions are held 
for the purpose of conducting meetings of general business 
nature that would come before the national organization 
and the delegates representing the various chapters 
throughout the United States, together with the nomination 
and election of national officers of the organization. 
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There is al^o, of course, held at the convention certain 
social activities, such as dances. 

Q. Now there are quite a number of social activi- 

82 ties of the Chapter, are there not? A. No, sir. 

Q. Well now, you have an annual banquet? A. 

Yes, sir. 

Q. You have two dances? A. Yes, sir. 

Q. And Mrs. White, I notice by Petitioner’s Exhibit 6, 
attended a tea. Was the tea given by the Institute or the 
Chapter? A. The tea was given by the Women’s Com¬ 
mittee of Washington Chapter in connection with the an¬ 
nual banquet. That is a custom that has been followed for 
a number of years. 

Q. Were there other teas during that term than the one 
attended by Mrs. White? A. No, sir. 

Q. Were there other social functions of any nature, other 
that what you have described just now? A. No, sir. 

Q. You would know? A. Yes, sir. 

Q. You were First Vice President? A. First Vice Presi¬ 
dent, yes, sir. 

Q. Does the Chapter sell the text book? A. We sell the 
text books which are received from the national office, and 
they are sold for the exact cost that we paid for them. 

83 Q. Now Mr. Mittendorff, you don’t know what the 
national chapter pays, though? A. I have no idea 

of that. 

Q. In other words, you don’t know whether there is profit 
incident to the sale of the book or not? A. I understand 
there is no profit involved inasmuch as we have been re¬ 
quested—when I say “we” I mean the national organiza¬ 
tion of the American Institute of Banking have been re¬ 
quested on numerous occasions by colleges throughout the 
country to let them use the Institute’s text books for their 
courses and because of the fact that they are considered a 
non-profit organization they do not allow the text books to 
be sold to anyone except who is a student of the American 
Institute of Banking. 
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Q. Mr. Mittendorff, you were First Vice President in 
August 1950? A. Yes, sir. 

Q. Were you familiar with the fact that the Chapter ap¬ 
plied for an exemption certificate from collecting the Dis¬ 
trict of Columbia sales tax on the sales of the text books? 
A. I am not familiar with that. 

Q. You don’t know that fact? A. No, sir. 

Q. Does the Chapter sell anything except text 
84 books? A. No, sir. 

Q. Sells no pencils or pens? A. No, sir. 

Q. Now who pays for the heat of the premises? 

The Board: Mr. Walker, the witness has testified that 
the Banking Association paid all the maintenance charges. 
“All”, I presume, means everything. 

By Mr. Walker: 

Q. All right. Would that “all” include any real estate 
taxes on the premises? A. Yes, sir, they have. 

Q. If you should not prevail in this case, the District of 
Columbia Bankers Association will pay the real estate 
taxes? A. Yes, sir. 

Q. That is part of the oral agreement presented to the 
Board of Governors of the Chapter and approved by that 
Board? A. Yes, sir. 

Q. Then not all the banks in the District of Columbia are 
members of the District of Columbia Bankers Association, 
are they, Mr. Mittendorff? 

86 The Witness: I don’t know. There is a doubt in 
my mind. 

The Board: Let me ask you this: Are all the banks eli¬ 
gible to join if they want to, do you know that? 

The Witness: Yes, sir. 

The Board: They are eligible? 

The Witness: Yes, sir. 
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By Mr. Walker: 

Q. Well, I will ask you this, Mr. Mittendorff: You are 
familiar with the Washington, D. C. Clearing House and its 
operation. Are you familiar with the fact that members 
of the Washington, D. C. Clearing House Association are 
allowed to clear checks through that association directly? 

The Board: Wait a minute. I exclude that. This is 
where we came in. 

Mr. Walker: I make proffer of that question. 

By that I would intend to prove the same thing that I 
would attempt to prove by the previous question, had the 
witness known. 

The Board: I adhere to my rule. 

87 By Mr. Walker: 

Q. Aside from the purchase of the property at 1760 N 
Street, Mr. Mittendorff, has the District of Columbia 
Bankers Association underwritten any other expenses of 
the Washington Chapter of the American Institute of Bank¬ 
ing, Inc., or its predecessor, of which you are a-ware? A. 
No, sir. 

88 By Mr. Walker: 

Q. Will you answer the question? 

Mr. Rogers: Do you understand the question? 

The Witness: I don’t believe I do too clearly. 

The Board: Mr. Rogers, this is an intelligent witness. 
He needs no prompting to tell him he doesn’t understand. 
He is smart enough to say “I don’t understand.” when he 
doesn’t. 

The Witness: What I don’t understand is whether you 
mean by your statement whether the District of Columbia 
pays what has been brought out before, the maintenance 
fee. Do you mean over and above that? 
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By Mr. Walker: 

Q. Yes. A. No, sir. 

Q. Made no contributions of any kind, directly or in¬ 
directly to the Chapter ? A. Over and above what is stated 
in the report, no, sir. 

89 Q. And the building? A. The building, yes, sir. 
Q. Who reported to the Board of Governors of 

the Chapter about the agreement with the District of Co¬ 
lumbia Bankers Association ? A. What agreement are you 
referring to, sir? 

Q. I understood you to say, Mr. Mittendorff, on direct 
examination, that you were a member of the Board of Gov¬ 
ernors at the time the agreement bet-ween the Chapter and 
the District of Columbia Bankers Association was reported 
and approved. A. The verbal agreement? 

Q. Yes. A. That was reported by the President of the 
Chapter at that time, Mr. Redman. 

Q. And did he say with whom he had reached that agree¬ 
ment? A. I do not recall, sir. 

Q. You recall the details, but you don’t recall— A. I 
say that because there was a building committee at that 
time, together with the officers then of the District of Co¬ 
lumbia Bankers Association. I don’t recall with whom he 
discussed the matter. 

Q. Prior to occupying a portion of the American Security 
Building, the activities of the predecessor of this corpora¬ 
tion were carried on in what locality—immediately 

90 prior to? A. In the Bond Building, sir, at 14th and 
New York Avenue. 

Q. That was rented quarters? A. That I couldn’t tell 
you, sir, because I was not an official of the Chapter. 

• •••*•••** 

By Mr. Walker: 

Q. You don’t know? A. No, sir, because I wasn’t an 
official of the Chapter at that time. 

Q. You attended? A. I attended classes, yes, sir. 
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The Witness: 7:00 till 8:30 in the evening. 

The Board: How many days? 

The Witness: Two days a week for most classes. 

The Board: How many weeks a year? 

The Witness: The first semester is comprised of 28 

94 sessions; second semester, likewise. 

The Board: You mean of two hours each? 

The Witness: An hour and a half each, sir. 

The Board: What was the situation in the year 1950-51 ? 
The Witness: Identical, sir. 

The Board: I have no further questions. 

Mr. Walker: May I cross examine briefly. 

By Mr. Walker: 

Q. How many college professors do you have teaching 
there now, Mr. Mittendorff? A. None right now because 
one of the classes was dropped in which a professor was 
teaching. 

The Board: Any since October? 

The Witness: Yes, sir. 

The Board: How many? 

The Witness: None since October. 

By Mr. Walker: 

Q. None during this term? A. None during this term. 
Of course, we have outside people, such as certified public 
accountants who teach. 

Q. I was speaking of college professors. A. No, sir, no 
college professors. 

The Board: How about the school year ’50-51? 

The Witness: We had one during that year. 

The Board: Anything further? 

95 Mr. Walker: Yes. 

By Mr. Walker: 

Q. Mr. Mittendorff, as President of the Chapter, you are 
naturally interested in the educational program? A. Yes, 


sir. 
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Q. Did you participate in the formulation of that pro¬ 
gram for this current term? A. Yes, sir. It was prepared 
under my supervision. 

Q. Now I ask you, is it not true that the prime considera¬ 
tion in fixing the curricula for the current term was to 
embody those subjects which would fit the students for em¬ 
ployment, efficient employment, by banks and trust com¬ 
panies? A. I would answer that by saying, sir, that we 
have a set program each year which we have to give our 
pre-standard and standard courses, and then we send out 
a questionnaire as to what students might be interested in 
a graduate course, such as analyzing financial statements 
of corporation finance. We do not contact the banks in 
any way. 

Q. Mr. Mittendorff, I think you can answer my question. 
I asked you, is it not a prime purpose in fixing the educa¬ 
tional program, are not all of the subjects designed to en¬ 
able the graduate of those courses to render more efficient 
services to the banks? A. I would say, yes, sir, that would 
be true of any educational program. 

• ••••••••• 

96 Redirect Examination 

By Mr. Rogers: 

Q. During the current term when you commenced in Oc¬ 
tober, on how many days in each week are the courses 
given? How many days is the school building actually used 
for school purposes? A. At the present time, it is being 
utilized on Monday, Tuesday, Thursday, and Friday. The 
reason for Wednesday is because the public speaking class 
has been temporarily discontinued. We expect to give that 
at a later date. 

The Board: You say at the present time. What does that 
mean, beginning when? 

The Witness: October. 

The Board: Before October? 
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The Witness: Of course, we had no classes, Your Honor, 
in July. 

The Board: How about the school term ’50-51? 

The Witness: ’50-51, we utilized class rooms from Mon¬ 
day through Friday. 

The Board: Anything else ? 

Mr. Rogers: No. 

The Board: All right. 

Mr. Walker: Just a minute. No, no further questions. 
(Witness excused.) 

97 Samuel C. Redman was called as a witness by coun¬ 
sel for the petitioner and, having been first duly 

sworn, was examined and testified as follows: 

Direct Examination 
By Mr. Rogers: 

Q. Please state your full name, Mr. Redman. A. Samuel 
Clarence Redman, Jr. 

Q. Where do you reside? A. Green Acres, Maryland. 
Q. What is your principal occupation or business? A. I 
am Assistant Vice President of the Lincoln National Bank. 

Q. How long have you been employed by the Lincoln 
National Bank? A. Approximately 19 years. 

Q. Are you connected in any way with Washington Chap¬ 
ter, American Institute of Banking, a body corporate under 
the laws of the District of Columbia? A. I am a member 
of the Chapter, sir. 

Q. Any other connection with it? A. Yes, sir. I am also 
a member of the Board of Governors of the Chapter. 

98 Q. What other offices, if any, have you held in 
there? A. I have held all the elective offices in the 

Chapter since 1946, including the presidency in ’50-51. 

Q. What was your office in July of 1950? A. President’s. 
Q. Did you, or did you not, as President of the Washing¬ 
ton Chapter of the American Institute of Banking, enter 
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into any verbal and understanding or arrangement with the 
officers of the District of Columbia Bankers Association 
regarding the occupancy and use of certain rooms in the 
N Street Building? A. Yes, I did. 

Q. State what it was, please. A. As President of the 
Chapter, I entered into a verbal agreement with the D. C. 
Bankers Association. 

The Board: Through whom? 

The Witness: Pardon, sir? 

The Board: Through whom? 

The Witness: Through the Building Committee and the 
President of the Association at that time. 

-that we would purchase the building which has been 

previously stated in the testimony. We borrowed money 
to do so. 

The Board: Don’t bother about the previous testimony. 

The Witness: And that the D. C. Bankers Associ- 
99 ation would pay all maintenance of the building, in¬ 
cluding heat, light, and janitor service for the opera¬ 
tion of the building while we occupied it is a school; and, 
further, they would also maintain on the first floor of the 
building the offices of the association. 

Mr. Rogers: You may inquire. 

Cross-examination 
By Mr. Walker: 

Q. Mr. Redman, as President of the Chapter in 1950, did 
you negotiate for the purchase of this building? A. Yes, sir. 

Q. Did you discuss the matter of getting the money to¬ 
gether with the District of Columbia Bankers Association? 
A. About getting the money together for the purchase of 
the building? 

Q. Yes. A. No, sir. 

Q. Well, do you know of your own knowledge how that 
arrangement about the advancing of the money by the Riggs 
National Bank and subsequent arrangement with the 
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Bankers Association was made? A. Are you speaking of 
the loan we made, sir? 

Q. Yes. A. To purchase the building? 

Q. Yes. A. How that came about in order to make 

100 the loan? 

Q. Yes. A. I am not too sure, unless I could say— 
I wouldn’t like to say definitely on it. 

I know that the Treasurer of the Chapter at the time and 
myself met with Mr. Bissille vrho was the President of the 
Association, who was the lending officer of the Association, 
and negotiated the loan. 

The Board: Is he living now? 

The Witness: Yes, sir. 

By Mr. Walker: 

Q. What is the status of the loan now? A. It is paid 
off, sir. 

Q. Who paid it off? A. The Washington Chapter. 

Q. Where did the money come from? A. District of Co¬ 
lumbia Bankers Association, sir, presented us with a gift. 
The Board: That is a good way to pay your debts. 

By Mr. Walker: 

Q. W'as that an unsecured loan? A. Yes, sir. 

Q. Did you sign the note? A. Yes, sir. 

Q. And the Treasurer? A. Mr. William Smith, 

101 yes, sir. 

Q. Is he present? A. No, sir. 

Q. Is he an officer now? A. Yes, sir. 

Q. Of the Chapter, I mean. A. Yes, sir. 

Q. Are you, Mr. Redman, a member of the District of 
Columbia Bankers Association? A. No, sir. 

Q. Is the Lincoln National Bank? A. Yes, sir. 

Q. Isn’t it true that only banks are members? A. Yes, 
sir. 

Q. Do you know whether the Riggs National Bank is a 
member? A. It is, sir. 
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Q. Do you know whether the City Bank is? A. It is, sir. 

Q. Is it a full member—the City Bank? A. I don’t 
know, sir. 

Q. You know’ that the Lincoln National Bank is a full 
member, don’t you? A. To the best of my knowledge, sir. 

Q. But you don’t know about City Bank? A. 

102 No, sir. 

Q. Do you know r about the Hamilton National 
Bank? A. No, sir, I am not too familiar with the District 
of Columbia Bankers Association’s operations and just 
how they figure their memberships. 

Q. Mr. Redman, you are Vice President of the Lincoln 
National Bank? A. Assistant Vice President. 

Q. And you go to the meetings of the District of Colum¬ 
bia Bankers Association, do you not? A. No, sir, only the 
Spring and Fall meetings that they have a speaker. I 
don’t attend the regular Council of Administration. 

• •••*•••#* 

Walton L. Sanderson w’as called as a witness by counsel 
for the petitioner, and having been first duly sworn, was 
examined and testified as follows: 

Direct examination 

By Mr. Rogers: 

Q. Please state your full name. A. Sanderson— 

103 Walton Lemuel. 

Q. Where do you reside ? A. In the District of Co¬ 
lumbia. 

Q. What is your principal business or occupation? A. 
Vice President, Hamilton National Bank. 

Q. How long have you been connected with the Hamilton 
National Bank? A. Since its organization in 1933. 

Q. Are you connected in any way with the District of 
Columbia Bankers Association? A. I am President of the 
Association. 

Q. What is the District of Columbia Bankers Associa¬ 
tion? A. District of Columbia Bankers Association is an 
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organization made up of banks in the District of Columbia 
as regular members, and associate members, consisting of 
banks in the outlying territory, and for educational pur¬ 
poses. They have periodical meetings and discussions on 
laws and regulations and talks to better banking in the 
District of Columbia and territories surrounding. 

Q. Is the District of Columbia Bankers Association an 
incorporated body or an unincorporated association? A. 
Unincorporated association. 

**••*#•*## 

104 Q. What other offices have you had with the 
District of Columbia Bankers Association? A. I 

105 have been First Vice President, Second Vice Presi¬ 
dent, a member of its Executive Council. 

Q. What are the principal activities of the District of 
Columbia Bankers Association? A. The principal activi¬ 
ties on the whole, periodical meetings throughout the year, 
at which time they have speakers that talk on banking sub¬ 
jects and round-table discussions of laws and regulations 
dealing with banking, in general, and, more particularly, 
to the District of Columbia, and also to exchange ideas 
whereby crimes against banks might be prohibited, cut 
down, and betterment of operations. 

Q. Does the District of Columbia Bankers Association 
engage in any profit making enterprises for the purpose of 
making money? A. They do not. 

Q. WTiat is the source of the income and money received 
by the District of Columbia Bankers Association? A. An 
assessment against the member and associate member 
banks, annual assessment. 

Q. What office did you occupy in the District of Colum¬ 
bia Bankers Association in July and August of 1950? A. 
First Vice President, member of the Executive Council, 
Council of Administration. 

Q. Did you personally have any part in the ar- 

106 rangements which were made between the District 
of Columbia Bankers Association and the Washing- 
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ton Chapter, American Institute of Banking regarding the 
acquisition of the property known as 1760 N Street by the 
Washington Chapter and the use and occupancy of a part of 
that building by the District of Columbia Bankers Asso¬ 
ciation ? A. I was a member of the Building Committee of 
the Bankers Association. 

Q. Well, do you know personally—did you have a per¬ 
sonal part in negotiating the arrangements between the 
Chapter and the— A. I attended the meetings where those 
arrangements were made and entered into the discussions, 
yes, sir. 

Q. What were the arrangements consummated between 
the Association and the Chapter? A. That we would pro¬ 
vide them with the funds to purchase the building on N 
Street and we would pay all operating expenses incidental 
thereto, plus the repairs that were necessary to change the 
building over to the proper quarters for the school and that 
they would permit us to maintain our offices in the building 
as long as it was used for school purposes. 

Q. How much space does the District of Columbia 
Bankers Association have in the building? A. It has two 
rooms on the first floor. 

Q. What use is made of those two rooms by the 
107 District of Columbia Bankers Association? A. Our 
permanent secretary is located there with his assist¬ 
ant. All of the members of the District of Columbia 
Bankers Association bank there; the credit association is 
maintained there, and all information and educational data 
and otherwise is sent from the hanks to that office. 

Mr. Rogers: You may inquire. 

Cross-examination 
By Mr. Walker: 

Q. Mr. Sanderson, you mentioned some of the activities 
of the District of Columbia Bankers Association. Now I 
ask you, is it a fact that among the other activities of the 
District of Columbia Bankers Association they are con- 
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cerned with legislative matters? A. Affecting banking? 

Q. Affecting banking and affecting taxation of banks. A. 
Oh, yes. 

Q. Isn’t it a fact that within the last four years, during 
which time you have served as an officer, a committee of 
the District of Columbia Bankers Association sought an 
act of Congress to exempt interest on Federal securities 
from the gross earnings taxes for banks in the District of 
Columbia? A. I do not know whether that action was 
brought by a bank or the association. I actually do not 
know. 

Q. You know Mr. Francis Addison? A. Yes. 

10S Q. You know Mr. Clarence Burton? A. Yes. 

Q. You know they were on the taxation committee, 
legislating taxation, during the last five years? A. They 
are chairmen of those committees. 

Q. Did they not report to the membership of the District 
of Columbia Bankers Association the fact that without some 
steps being taken that interest received by banks from Fed¬ 
eral securities would be subject to taxation? A. That I do 
not know, sir. 

Q. The District of Columbia Bankers Association also 
has another function, does it not, and that is to do anything 
it can to further the interest of banks in the District of 
Columbia in making a profit? 

(Off the record) 

Mr. Kogers: Just a moment. I would like to object to 
the question on the grounds that the objects and purposes 
of the District of Columbia Bankers Association ars shown 
by the declaration which is in evidence. I think it is proper 
for this witness to be asked what it actually did and didn’t 
do, but to ask what its purposes and functions were— 

Mr. Walker: All right, I would just as leave ask you that 
wav, Mr. Sanderson. 

w 7 

By Mr. Walker: 

109 Q. As an officer of the District of Columbia Bankers 
Association, don’t you consider it one of your prime 
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duties and one of the prime duties of the District of Colum¬ 
bia Bankers Association to take every step you can to fur¬ 
ther the interest of banks in the District of Columbia? A. 
Yes, sir. 

Q. And that includes member banks of the District of 
Columbia Bankers Association? A. That is right, sir. 

Q. Does it include associate member banks? A. Yes, sir. 

Q. Does it include non-member banks? A. Non-member 
banks where? 

Q. Bettering their— A. We don’t have—in the District 
of Columbia, there is only one non-member bank. That 
is the Industrial Bank. They have never applied for mem¬ 
bership in the District of Columbia Bankers Association. 
Some of the banks in the outlying counties have never 
applied. Some have and have been admitted. 

So, when you say all the banks, I have to— 

The Board: Well, as a matter of fact, if a tax law, we 
will say, is passed that favors banks, that will favor non- 
member banks as well as the member banks, of course. 

The Witness: Yes, sir. 

110 The Board: No laws are passed just for members 
of the Association. 

The Witness: No, no. 

By Mr. Walker: 

Q. Do you attend the annual conventions of the District 
of Columbia Bankers Association? A. Yes, sir. 

Q. Do they usually have those at Hot Springs? A. Or 
White Sulphur. 

Q. White Sulphur. Tell us what educational activities 
take part in those conventions. A. They have reports of 
the committees of the Bankers Association, and they have 
speakers from Government or otherwise that are interested 
in banking, and the annual election of the officers takes 
place there; and if there were any proposed changes in the 
by-laws or articles of association they would also be voted 
upon there. 
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The Board: And I suppose cocktail parties and golf 
tournaments? 

The Witness: Every day. 

By Mr. Walker: 

Q. In other words, a few social activities? A. Well, you 
say are there a few. I say, yes, there are. 

Q. Are there quite considerable? A. Wait a 

111 minute. 

The Board: Mr. Walker— 

Mr. Walker: If the Board please, the picture that has 
been painted by this witness is that the District of Columbia 
Bankers Association’s activities are educational, charitable, 
and maybe religious; and I am trying to dispel any such 
thought. 

The Board: I am telling you now, Mr. Walker, I have 
no idea that the activities at White Sulphur or Hot Springs- 
are monastic in their nature. They have some lectures, but 
they don’t devote the whole day to the lectures. 

By Mr. Walker: 

Q. You were a member of the Executive Committee at 
the time arrangements were made for the purchase of the 
building at 1760 X Street? A. Yes, sir. 

Q. Now you voted that the Bankers Association should 
purchase the building? A. Yes, sir. 

Mr. Rogers: May I ask that that question be re-asked of 
the witness? I am not sure that he understood it. 

The Board: Re-ask the question, Miss Reporter. 

(Whereupon the question referred to above was read by 
the reporter.) 

The Witness: I voted in favor of submitting it to the 
banks, yes. 

112 By Mr. Walker: 

Q. Now in so voting, to the effect that the Bankers Asso¬ 
ciation would pay for the building, you voted in the affirma¬ 
tive because you thought the purchase of that building and 
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the activities of the Chapter were of benefit to the member 
banks, did you not? 

Mr. Rogers: I object. It is immaterial what his pur¬ 
poses were in voting. He stated that he voted. 

The Board: I sustain the objection. 

By Mr. Walker: 

Q. Do you consider the activities of the District of Co¬ 
lumbia Chapter of the American Institute of Banking to be 
of benefit to the banks in the District of Columbia? A. 
I do. 

Q. And you consider that because you believe that the 
training bank employees get at the Chapter enables those 
employees to render more efficient services for the member 
banks? A. I do. 

Q. And you would say, would you not, that, those things 
being true, it follows as night would day, that it would be 
to the interest of the member banks of the District of Co¬ 
lumbia Bankers Association to do everything it could, in¬ 
cluding the advancement of this money to enable the 
Chapter to operate? A. I would. 
#•*•*••*** 
113 By Mr. Walker: 

Q. Was there any discussion about the advancement of 
these funds at that meeting of which you speak? A. Oh, 
there were several meetings. It went over a period of 
months. It was not just one meeting in which the whole 
plan was discussed in detail, yes. 

Q. In any event, as a member of the Executive Committee, 
you knew that the final arrangements provided that the 
District of Columbia Bankers Association should occupy 
those two rooms or a portion of the building without pay¬ 
ing any rent in money? A. I did. 

Q. You knew that. 
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And where were the offices of the District of Columbia 
Bankers Association prior to their being located at 1760 
N Street? A. The American Security Building. 

Q. Was any rent paid by the Bankers Association for the 
use of those? A. There was. 

114 Q. Do you recall what the monthly rent u’as? 

A. I am guessing now, but I believe it was in the neigh¬ 
borhood of 300 dollars a month that we paid American 
Security. 

Q. Thank you, sir. 

The Board: What did tills building cost? 

The Witness: This building? It cost us with the repairs 
about 73,000 dollars, as I recall the figure. 

115 By Mr. Walker: 

Q. Mr. Sanderson, was it your understanding, as a mem¬ 
ber of the Executive Committee, at the time the final ar¬ 
rangements were made for the purchase and use of that 
building that in the event any taxes, real estate taxes, were 
assessed against the building that the Bankers Association 
would pay those taxes? A. We agreed to pay all expenses 
in connection with the building. 

Q. And you specifically understood that to include real 
estate taxes? A. No, I don’t specifically understand it to 
include anything but all expenses. I don’t know that we 
even enumerated them at that time. We agreed to pay all 
expenses incidental to the operation of the building. 

The Board: Well, I would say real estate taxes could be 
construed to be an expense incident to ownership rather 
than operation. 

The Witness: Well— 

The Board: You consider it to be an expense of opera¬ 
tion? 

The Witness: It would be as far as our arrangement 
was concerned, that is right. 

The Board: That is the main thing. 
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By Mr. Walker: 

116 Q. Did the District of Columbia Bankers Associa¬ 
tion own any real estate in the District of Columbia 

on July 1, 1951? A. It did not. 

Q. Held title to no property? A. No, sir. 

Q. Did the District of Columbia Bankers Association on 
July 1, 1950 own any tangible personable property? A. 
Yes. 

Q. Did the District of Columbia Bankers Association 
file a tax return during the month of July 1951 and pay a 
tax on that tangible property? A. I did not see the 1951 
report. I can tell you we did file one in 1950. 

Q. And paid the tax? A. Yes. 

Q. The District of Columbia Bankers Association never 
made the request for exemption of personal property taxes 
in the District of Columbia upon the grounds that it was an 
educational institution, did it, Mr. Sanderson? A. Not to 
my knowledge. 

Q. Not since you have been connected with it? A. Not 
to my knowledge, no. 

Q. Now, Mr. Sanderson, is the Lincoln National Bank a 
member of the District of Columbia Bankers Association? 
A. It is. 

117 Q. Is the American Security and Trust Company? 
A. It is. 

Q. Are they both full members? A. Ye-s, sir. 

Q. Is the City Bank a full member? A. Yes, sir. 

Q. Is Security Savings and Commercial? A. Yes, sir. 

Q. Is the McLachlen? A. Yes, sir. 

The Board: He testified, I think, that all the banks but 
one are members. 

By Mr. Walker: 

Q. Are full members? A. All the banks located in the 
District of Columbia are full members of the District of 
Columbia Bankers Association with one exception. 

Q. And that is the Industrial? A. That is right, sir. 
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Q. Is not membership in the District of Columbia Bank¬ 
ers Association divided into two classes, associate and full 
members? A. Yes, sir. 

Q. And your testimony is that every bank in the Dis¬ 
trict of Columbia is at the present time a full mem- 

118 ber? A. With the exception of the Industrial. 

Q. Now how long have all the members been full 
members? A. Ever -since I can ever remember and that 
goes back a good long ways. 

Q. Are you familiar with the Washington, D. C., Clear¬ 
ing House? A. Yes. I am not on the Clearing House Com¬ 
mittee, but I am familiar with it in the daily operation of 
the bank. 

Q. It is an activity of the District of Columbia Bankers 
Association, isn't it? A. No, no. 

Q. Separate corporation? A. I don’t even know whether 
it is a corporation or not. 

Mr. "Rogers: May it please the Board, I object to the 
question-s about the Clearing House Corporation. It lias 
nothing to do with this. 

The Board: I sustain the objection. 

By Mr. Walker: 

Q. Did you ever attend the Washington Chapter of the 
American Institute? A. Yes, sir. 

Q. When was that? A. Beginning 1922, and I was Presi¬ 
dent in 1934-34. 

Q. Were you at that time employed by the Hamil- 

119 ton National Bank? A. No, the Hamilton was or¬ 
ganized in '33. 

Q. You were employed by the Federal American? A. 
That is right. 

Q. And did the Federal American Bank pay for your 
tuition? A. The Federal American? 

The Board: Wait a minute. I am going to exclude that. 
It is much too remote in point of time. 
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By Mr. Walker : 

Q. Does the Hamilton National Bank pay for the tuition 
of those employees now attending the Chapter? A. The 
Hamilton National Bank refunds the dues and tuition to its 
employees that successfully complete the courses in the 
Washington Chapter. They pay it, and if they complete it 
successfully, we refund it. 

Q. Did that condition prevail during the term ’50-51? A. 
It did. 

Q. Did the Hamilton National Bank have any employees 
up there who failed to pass? 

The Board: I -sustain the objection. 

Mr. Walker: If the Board pleases, I am attempting to 
see whether the employees of the Hamilton National Bank 
paid anything during that full term. 

The Board: He said they reimbursed them when they 
passed. 

120 Mr. Walker: I want to know if anybody failed. 

The Board: Suppose they did fail? 

Mr. Walker : That would be one employee that paid his 
tuition. 

The Board: What materiality would that have? 

Mr. Walker: I think if there is absence of that fact it 
would show the Hamilton National Bank paid the tuition 
and expenses as a matter of fact for all its employees. 

The Board: Because they are all smart enough to pass? 

Mr. Walker: Well, for whatever reason. 

The Board: Well, can you answer the question? 

The Witness: I don’t know. 

Mr. Walker: I have no further questions. 

Re-Direct Examination 
By Mr. Rogers: 

Q. Mr. Sanderson, what tangible personal property did 
the District of Columbia Bankers Association own July 
1950-51? 

The Board: Wait a minute. What do you mean? 
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Mr. Rogers: I am asking him both periods. 

The Witness: What did we have ? 

By Mr. Rogers: 

Q. Yes. What tangible personal property did the Dis¬ 
trict of Columbia Bankers Association own in July 1.950. 
I will limit it to that. A. Well, we had the usual of- 

121 flee furniture of desk and chairs. 

The Board: Don’t enumerate them: office furni¬ 
ture. 

By Mr. Rogers: 

Q. Any other tangible personal property than office fur¬ 
niture? A. No. 

Q. Any different or other kinds of property at any time? 
A. No. 

Q. Tangible personal property? A. No. 

Thomas Howarth was called as a witness by counsel for 
the petitioner and, having been first duly sworn, was ex¬ 
amined and testified as follows: 

Direct Examination 

By Mr. Rogers: 

Q. Please state your full name. A. Thomas Ho¬ 
warth. 

122 Q. Where do you reside? A. Silver Spring, Mary¬ 
land. 

Q. What is your principal business or occupation? A. I 
am a certified public accountant. 

Q. Are you connected in any way with the Washington 
Chapter, American Institute of Banking? A. I am a mem¬ 
ber of the faculty there, sir. 

Q. What subject do you teach there, sir? A. I teach the 
accounting courses. 

0. State briefly your educational background as an ac¬ 
countant and as a certified public accountant. 
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Where did you go to school? When were you admitted? 
How long have you practiced? A. I attended Northeast¬ 
ern University in Springfield, Massachusetts for approxi¬ 
mately one year. At that time I went into the military 
service. 

Upon discharge from the service, I attended Benjamin 
Franklin University. 

Q. Where? A. In Washington, D. C., for four years, re¬ 
ceiving a B.C.S. and M.C.S. degree conferred by that uni¬ 
versity. 

As far as accounting experience, I have been in account¬ 
ing work for approximately 13 years. 

Q. Where? A. I was employed in commercial business 
in Springfield, Massachusetts, prior to going into 

123 the service. I was engaged in accounting w’ork 
while I was in military service, and for the past six 

years I have been in public accounting practice. 

I received my certificate to practice as a certified public 
accountant in the District of Columbia on February 4, 1948. 

I am a member of the American Institute of Accountants 
and the D. C. Institute of Certified Public Accountants. 

Q. Do you practice accounting as an individual or as a 
member of a firm? A. I am a member of the firm of Ho- 
warth and Kefauver. 

Q. With offices where? A. In the Shoreham Public 
Building, Washington, D. C. 

The Board: Any connection with Howarth and Ho- 
warth? 

The Witness: I wish there were, sir, but no. 

By Mr. Rogers: 

Q. Generally speaking, sir, what is the nature of the 
accounting work done by you in connection with your prac¬ 
tice as a member of that firm? 

#••••#•••• 

124 The Witness: I am a partner of the firm of Ho¬ 
warth and Kefauver, previously mentioned, in the 
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Shoreham Building. I have been in partnership with my 
present partner about a year and a half. Previously I was 
on the staff of a firm named Councilor, Buchanan, Mitchell 
and Hayes for four and one-half years, I was employed by 
them. 

I have taught at George Washington University. Taught 
accounting there. 

By Mr. Rogers: 

Q. When? A. I beg your pardon. That is Georgetown 
University. This previous summer, the one just passed. 

I taught the elements of accounting in the Foreign Serv¬ 
ice School. 

I taught at St raver College of Accountancy. 

I taught the CPA Review Course there, and I have been 
teaching at the American Institute for—this is my fifth 
year. 

Q. Mr. Howarth, please state briefly and in your own 
words just how you conduct that accounting course 
125 taught by you at the Washington Chapter, American 
Institute of Banking. A. Well, the accounting course 
is taught as most courses are taught in any accredited uni¬ 
versity or college. As previously mentioned, we had 28 
sessions of one and one-half each, 42 hours’ class work. 

The students have a regular text book in which I assign 
them the reading material. 

The Board: What is the book? 

The Witness: It is Accounting I. We have two account¬ 
ing text books: Accounting I and Accounting II. 

The Board: What is the book? 

The Witness: It is published by— 

The Board: Who wrote it? 

The Witness: Professor Ingraham, I believe, of Co¬ 
lumbia University. 

As I say, I assign reading material to the students which 
they are responsible for. I give them homework assign¬ 
ments to be done outside of class for grading. I give them 
quizzes in class. Of course, I lecture each session also. 


73 


Twice each semester, I give them full-period examinations. 

Now all that material there, their homework assignment, 
their quizzes and these two examinations, constitute 50 per¬ 
cent of their mark for the course. The other 50 percent of 
their mark is the final examination, which is a three-hour 
examination at the end of the term. 

126 A student must have 75 to pass the course. He 
must have a minimum of 60 on his final examination, 

the reason for that being that he couldn’t get by the course 
on just his outside homework on which he could possibly 
receive help. 

I might say this course is practically identical to the one 
I taught at Georgetown University this past summer. That 
is one reason I accepted the course at Georgetown, because 
it is similar to the one I give at AIB. It would require 
minimum preparation. It is called Elements of Account¬ 
ing. Ours is called I and II. In fact, I use the same notes. 

Accounting II, which is the second half of the course, is 
conducted in the same manner. 

Mr. Rogers: You may inquire, Mr. Walker. 

Cross-Examination 
By Mr. Walker: 

Q. Mr. Howarth, are you a member of the firm which 
prepared Exhibit 5? A. I am, sir. 

Q. Are you the accountant, or is your firm the account¬ 
ants for the Washington Chapter of the American Insti¬ 
tute of Banking? A. Well, they don’t have a regular ac¬ 
countant, sir. We are engaged to prepare the report for 
the course of this hearing. 

Q. Do you do any accounting work, or have you 

127 been doing any accounting work for the District of 
Columbia Bankers Association? A. Never, sir. 

Q. This Accounting I is primarily accounting prin¬ 
ciples which are applicable to banking? A. No, sir. This 
is strictly commercial accounting, sir. No relationship to 
banking whatsoever. In fact, all the discussions are on 
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commercial establishments. It is to give them a broad 
background of commercial accounting 

Q. Do you teach any cost accounting? A. We have one 
chapter, briefly, on the cost statement. 

Q. One night? One chapter. It might cover two or three 
sessions on cost account. It is a fundamental course. We 
can’t go into a lot of detail on a lot of subjects. We are 
trying to cover as much as possible, bringing out the im¬ 
portant statements. 

Q. Now the text book that you use was prepared by 
whom? A. Professor Ingraham, I believe. 

Q. Of Columbia University? A. I believe that is the 
school he is associated with. 

Q. The title of that is “Accounting Text With Prob¬ 
lems”? A. I just remember it as “Accounting I”. That 
might be the full title. I am not sure. I try as much as 
possible to teach from practical experience and not 
128 stay close to the text. That is used for students’ ref¬ 
erence material, and so on. 

Q. Mr. Howarth, I am looking at Petitioner’s Exhibit 8 
now and Accounting II appears with this notation, and I 
quote: 

“Accounting II develops the principles of partnership 
and corporation accounting and gives special consideration 
to manufacturing accounts. Capital stock (common and 
preferred, par and no par value), treasury stock, kinds of 
surplus, dividend declarations and payments, reserves, and 
bonds and sinking funds are among the subjects discussed. 
In addition, the text presents the general problems of 
financial management, the principles of statement analysis 
and interpretation from the standpoint of internal man¬ 
agement, and the principles of valuation. Ample problem 
material is provided.” 

Now, I ask you as an accountant, aren’t those subjects 
listed in Petitioner’s Exhibit 8 subjects relating to ac¬ 
countancy which are of particular interest to banks and 
trust companies? A. No, sir. 
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Q. You think, Mr. Howarth, from your experience that a 
banker would be interested in problems relating to capital 
stock? 

Mr. Rogers: I object. It is immaterial what he thinks. 

Mr. Walker: I think he has tried to qualify Mr. Howarth 
as an expert, and he is teaching in a banking school. 

129 Mr. Rogers: Ask him what his opinion is about 
something. 

By Mr. Walker: 

Q. What is your opinion: Would a banker be inter¬ 
ested in problems concerning capital stock? A. I imagine 
so. 

Q. Would he be interested in problems concerning Treas¬ 
ury stock? A. Yes, sir. 

The Board: Mr. Walker, I can judge just as well as this 
witness can which of those subjects bankers are interested 
in. No use spending time taking that up in detail. 

The Witness: I would like to say, sir, it is true it is a 
banking school, but these are commercial accounting 
courses, and we teach strictly commercial accounting. In 
fact, I stay away from banking accounting because I don’t 
know anything about it. 

The Board: That is a very good reason. 

The Witness: It is a specialized subject. 

By Mr. Walker: 

Q. Do you know as a professor whether any course is 
given in bank accounting? A. No, sir. At the school? No, 
sir. 

Q. So that as an accountant, you are able to say whether 
or not a graduate would be qualified to do bank accounting? 
A. He would have general principles of accounting, 

130 but he wouldn’t have specialized knowledge of doing 
banking, no. I don’t have that myself. 

Q. Whatever he would get at the present time, he would 
get from you, wouldn’t he? A. That is correct. His ac- 



counting knowledge would come from my course in account¬ 
ing at the school. 

♦ ♦••••••ft# 

Redirect Examination 
By Mr. Rogers: 

Q. Mr. Howarth, in cross examination, Mr. Walker di¬ 
rected your attention to Petitioner’s Exhibit Xo. 1, the au¬ 
dit report of the Washington Chapter, American Institute 
of Banking. Was that report prepared by you per- 

131 sonally? A. It was prepared by me personally, yes, 
sir. I performed the audit. 

Q. Did you personally examine the books and writing? 
A. I did, sir. 

Q. Did it report truthfully and correctly— 

The Board: It has already been testified. 

By Mr. Rogers: 

Q. Does it reflect properly— A. It reflects all the opera¬ 
tions- 

*#*•**•*#• 

Allan F. Brooke was called as a witness by counsel for 
the respondent and, having been first duly sworn, was ex¬ 
amined and testified as follows: 

Direct Examination 

By Mr. Walker: 

Q. Please state your full name. A. Allan F. Brooke. 

Q. Where are you employed? A. District Sales Tax Di¬ 
vision. 

Q. In what capacity? A. Administrator. 

Q. How long have you been so employed? A. Since 

132 July 1949. 

Q. Mr. Brooke, I show you this paper, particularly 
this sheet of that series of papers, and ask you if you can 
identify it. A. Yes- Letter received by the office request- 
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ing exemption, signed by Mr. Redman, President, and dated 
August 8, 1950, American Institute of Banking, Washing¬ 
ton Chapter. 

• *#*###*#• 

133 Q. Mr. Brooke, pursuant to that request for ex¬ 
emption, which is Respondent’s Exhibit A, did you 

take any action with respect thereto? A. Yes. 

Q. What was the action? 

Mr. Rogers: I object. Just a minute. 

The Board: I don’t think it is admissible. I exclude it. 
Mr. Walker: I would attempt to show, if the Board 
please, that this organization, this petitioner, has been de¬ 
nied exemption from the District of Columbia Sales Tax, 
which would include from the duty of collecting District 
of Columbia Sales Tax upon the sale of its text books 

134 or sale of text books sold by it. 

The Board: All right. 

135 John C. Aheam was called as a witness by counsel 
for the respondent and, having been first duly sworn, 

was examined and testified as follows: 

Direct Examination 
By Mr. Walker: 

Q. State your name, please- A. John C. Ahearn. 

Q. Where are you employed? A. District Personal Prop¬ 
erty Tax Division. 

Q. In what capacity? A. Assistant Assessor and member 
of the Board of Personal Tax Appraisers. 

136 Q. Are you Chairman of the Board of Personal 
Tax Appraisers? A. That is correct. 

Q. Mr. Ahearn, did you at my request examine the rec¬ 
ords relating to the filing of returns of payment of tax by 
the American Institute of Banking, Washington Chapter? 
A. I did. 
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Q. What did you find? A. I find that they filed returns. 

The Board: The returns are in evidence. 

The Witness: They filed returns and they have paid the 
returns with the exception of the second half of 1952. 

By Mr. Walker: 

Q. You mean paid the taxes? A. That is right, paid the 
taxes. 

Q. Did you also at my request make an examination of 
your records to see whether or not the Chapter had ever 
applied for exemption from taxation on its personal prop¬ 
erty? A. We couldn’t find any record of any application 
having been made for exemption. 

• **•*••* # • 

137 Emery T. Canode was called as a witness by coun¬ 
sel for the respondent and, having been first duly 
sworn, was examined and testified as follows: 

Direct Examination 

By Mr. W'alker: 

Q. What is your name, where are you employed, and how 
long have you been so employed ? 

• •#**••• •• 

The W'itness: My name is Emery T. Canode. I am em¬ 
ployed with the District Government, Corporation Tax 
Division, as a corporation tax examiner since October of 
1949. 

Q. Mr. Canode, did you at mv request examine the files 
of the Assessor to determine if the Washington 
13S Chapter of the American Institute of Banking, Inc., 
and its predecessor, an unincorporated association, 
had applied for exemption from the District of Columbia 
franchise taxes? A. I did, and I found that they had not 
filed any application for exemption. 

Mr. Walker: No further questions. 
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Cross-Examination 
By Mr. Rogers: 

Q. Mr. Canode, may I inquire whether you found out 
whether they had filed any business privilege tax returns? 
A- They had never filed any corporation tax returns. 

Q. Have they ever filed any income tax returns? 

The Board: Mr. Rogers, don’t waste any time on it. 

The Witness: That is what I am speaking of. 

By Mr. Rogers: 

Q. You found no recon} of their ever having filed such 
returns? A. That is correct. 

Mr. Rogers: That is all. 

Mr. Walker: I have to ask another question: Did you 
find any record of a demand for them to file having been 
made by the Assessor? 

The Witness: No. 
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QUESTION PRESENTED 


In the view of counsel for respondent the question pre¬ 
sented is whether or not certain real property purchased 
with funds almost entirely furnished by the District of Co¬ 
lumbia Bankers Association and used to train officers and 
employees of banks which are members of said Bankers As¬ 
sociation, in order that such officers and employees may 
render more efficient services to the member banks, is en¬ 
titled to real estate tax exemption under the Act of De¬ 
cember 24,1942, 56 Stat. 1089, et seq. (Sec. 47-801a, et seq., 
D. C. Code 1951). 
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IN THE 


United States Court of Appeals 

foe the District of Columbia Circuit 


No. 11,509 

• ; r / 

Washington Chapter of the American 
Institute of Banking, a corporation, Petitioner , 

v. 

District of Columbia, Respondent . 


ON PETITION FOR REVIEW OF DECISION OF THE DISTRICT OF 

COLUMBIA TAX COURT 


BRIEF FOR RESPONDENT 


COUNTER STATEMENT OF THE CASE 

The District of Columbia Bankers Association (herein¬ 
after referred to as the “Bankers Association”) furnished 
the funds used to purchase the property involved (App. 6, 
38, 39, 58), and there was no agreement that the petitioner 
(hereinafter referred to as the “Chapter”) repay the 
Bankers Association in any way (App. 39). 
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The arrangement between the Chapter and the Bankers 
Association was that the Bankers Association would pro¬ 
vide the Chapter with the funds to purchase the property- 
in question; that the Bankers Association would pay all 
operating expenses incidental thereto, plus the repairs that • 
were necessary to change the building over to proper 
quarters for the “ school ”, and that the Chapter would 
permit the Bankers Association to maintain the latter’s 
offices in the building as long as it was used for “school” 
purposes (App. 60, 61). As a result of this arrangement, 
the Bankers Association occupied two rooms on the first 
floor of the building involved (App. 38, 61), rent free, 
although the Bankers Association pays the cost of main¬ 
taining the entire building (App. 38, 39). These two rooms 
are used by the Bankers Association’s permanent secretary, 
and all the members of the Bankers Association bank 
there. Furthermore, the credit association is maintained 
there, and all information and other data is sent from the 
banks to that office (App. 61). The building involved cost, 
with repairs, about $75,000 (App. 6, 66). Prior to occupying 
the rooms in the property involved, the Bankers Association 
had its offices in the American Security Building (App. 66), 
owned by the American Security and Trust Company, a 
member bank (App. 46), and the monthly rental paid there¬ 
for “was in the neighborhood of 300 dollars” (App. 66). 

One of the prime duties of the Bankers Association is to 
take every step to further the interests of the banks in the 
District of Columbia (App. 62, 63), and the president of 
the Bankers Association considered the activities of the 
Chapter to be of benefit to the banks in the District (App. 

59, 60, 65). The training of bank employees by the Chapter 
enables those employees to render more efficient services 
for the member banks. It is to the interest of the member 
banks of the Bankers Association to do everything possible, 
including the advancement of money, to enable the Chapter 
to operate (App. 65). 
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There was no written agreement between the Chapter 
and the Bankers Association with respect to the use of the 
two rooms occupied by the Bankers Association (App. 36), 
but there was an oral agreement (App. 37, 38). 

The Bankers Association has not sought tax exemption 
in the District of Columbia on the ground that it was an 
educational institution (App. 67). 

The Bankers Association is an organization of banks; it 
has periodic meetings and discussions on laws and regula¬ 
tions and talks relating to better banking in the District of 
Columbia and surrounding territories (App. 59, 60). Only 
banks are members of the Bankers Association (App. 58). 

The Chapter was organized under Sections 29-601 to 
29-606, District of Columbia Code 1940 (App. 5). 

The Chapter is a “chapter” of the American Institute 
of Banking, a national organization having a chapter or 
study group in each state. Membership in the Chapter 
is open to all employees, officers and directors of banking 
institutions within the District of Columbia or within a 
radius of 20 miles thereof. Those employed by financial 
institutions which are members of the American Bankers 
Association are eligible for active membership, and those 
with financial institutions which are. not such members are 
eligible for associate membership. Associate members have 
the same rights and privileges as active members, except 
the right to vote, to hold elective office, to represent the 
Chapter as a delegate at national conventions of the Ameri¬ 
can Institute of Banking and the right to participate in 
inter-chapter contests for any award by the American 
Institute of Banking (App. 6.) 

Only members of the Chapter were eligible during the 
tax period involved to take the “courses” offered by the 
Chapter. There were no educational requirements or exam¬ 
inations for entrance. The charges for tuition were $10, $15 
or $20 per course, to members of the Chapter who were em¬ 
ployees of member banks of the Bankers Association, 







and the D. C. Clearing House Association, and $15, $20 and 
$25 to others. In some cases the costs of tuition were borne 
by the students and in others by their employers, de¬ 
pending upon the policy of the employing banks. The 
students attended of their own volition (App. 7). 

The privilege of being enrolled for the “courses” offered 
by the Chapter were not open to the public generally 
(App. 42). 

The curriculum of the Chapter has not been approved 
by the Board of Education for the District of Columbia; 
the Chapter had no authority to and did not in fact issue 
diplomas, degrees or certificates; and the Chapter was not 
a member or associate member of the Middle Atlantic 
Association of Secondary Schools and Colleges. The Chap¬ 
ter certified to the national office of the American Institute 
of Banking that a student had completed a prescribed 
“course” to obtain either a pre-standard or standard cer¬ 
tificate ; upon receipt of that information the national office 
of the American Institute of Banking awarded a certificate 
to the student (App. 40). 

The Chapter conducted an annual banquet and two dances 
and a tea was given by the Women’s Committee of the 
Washington Chapter in connection with the annual banquet 
(App. 48). 

If the taxes here involved should be held to have been 
validly assessed they will be borne by the Bankers Associa¬ 
tion (App. 9). 


SUMMARY OF ARGUMENT 

The property involved is not entitled to exemption from real 
estate taxation. Statutes granting exemption from taxation are 
strictly construed and the burden of proving the right to exemp¬ 
tion is upon those claiming it Such burden has not been sus¬ 
tained in this case. 

The Washington Chapter of the American Institute of Bank¬ 
ing is not a “school”, “college”, or “university” within the mean- 
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mg of the applicable statute. Its ‘‘curriculum” has not been ap¬ 
proved by the Board of Education of the District of Columbia; 
it has no authority to issue diplomas or degrees; and its “courses” 
are not open to the general public. The property involved was, 
during the period involved, used principally to train officers and > 
employees of banks which were members of the District of Co¬ 
lumbia Bankers Association. 

Subsidies by way of tax exemption are granted because the 
favored institution performs functions which must otherwise be 
performed by the government, and thereby the government is 
relieved of part of its burdens. The activities conducted by the 
Chapter in the premises involved did not relieve the District of 
Columbia of its burden of furnishing public education. If the 
activities in question ceased, the District of Columbia would 
have no duty to train officers and employees of banks which 
arc members of the District of Columbia Bankers Association. 

The activities conducted in the premises in question were con¬ 
ducted primarily for the mutual benefit of the banks who derived 
the financial and business advantages resulting from the train¬ 
ing of officers and employees for the purpose of securing more 
efficient services from such officers and employees. 

ARGUMENT 

I 

The property involved is not entitled to exemption from real 

estate taxation. 

Exemptions from taxation are strictly construed. 1 Prop¬ 
erty sought to be exempted must be clearly shown to be 
within the provisions of law. 2 Such burden is upon the 
party claiming such exemption. 3 

Section 1(a) of the Act of December 24, 1942 (Pet. 
Brief p. 6) exempts “Buildings belonging to and operated 

1 Hebrew Home for the Aged v. D.C n 79 US. App. D.C. 64, 142 F. 2d 573. 

2 Phoenix F. & M. Ins. Co. v. Tennessee, 161 U. S. 174, 40 L. Ed. 660, 16 
S. Ct. 471. 

3 St. Louis Southwestern Ry. Co. v. Yates, 23 F. 2d 283. 
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by schools, colleges, or universities which are not organized 
or operated for private gain, and which embrace the gener¬ 
ally recognized relationship of teacher and student.’’ The 
first prerequisite under that provision is that the building be 
one “belonging” to and “operated” by a school, college 
or university. The District of Columbia Bankers Associa¬ 
tion, an organization of banks and trust companies in the 
District of Columbia and within a radius of 20 miles thereof, 
has for its objects the promotion of the general welfare of 
banks and allied objectives (App. 6). The Bankers Associa¬ 
tion furnished $73,000 of the total cost of acquisition and 
remodeling of about $75,000 of this building (App. 6). 
In furnishing the purchase price the Bankers Association 
obtained an agreement with the Chapter whereby the Bank¬ 
ers Association could maintain its offices in the premises 
purchased free from rent (App. 38, 39). One of the reasons 
wiiy the Bankers Association furnished the purchase price 
was that its member banks would benefit by reason of the 
fact that the training which bank employees got at the 
Chapter enabled those employees to render more efficient 
service for the member banks (App. 65). Thus the Bankers 
Association paid the purchase price and had the beneficial 
use of the premises. Under these circumstances there is 
a question as to whether or not the property in question 
“belonged” to the Bankers Association, rather than the 
Chapter, under a resulting trust. 4 It is doubtful whether 
the Chapter “operated” the property in view of the facts, 
as found by the Board, that “The maintenance of the build¬ 
ing cost $3,279, which was paid by the Bankers Association 
pursuant to the arrangement • # # ” and even the taxes 
involved in this proceeding will be borne by the Bankers 
Association if the assessment thereof should be, upheld by 
this Court (App. 9). 

Wholly aside, however, from the foregoing considerations, 
the fact is that the Chapter is not a “school”, “college”, or 

* See Restatement of the Law of Trusts (American Law Institute), Vol. II, 
Chapt. 12, pages 1244-1246. 



“university” within the meaning of the statute involved. 
The curriculum of the school has not been approved by the 
Board of Education of the District of Columbia. 5 This 
Court thought that fact important in District of Columbia 
v. Mt. Vernon Seminary, 69 App. D. C. 251, 100 F. 2d 116, 
saying, inter alia, that “The important consideration is 
that the school shall measure up to standards of curriculum 
and pedagogy set by the government.” There is no evi¬ 
dence in this case that the Chapter has set up standards 
of curriculum and pedagogy set by the District Government 
(App. passim). 

The principle is well established that subsidy or immunity 
by tax exemption is granted because the institution favored 
performs functions which must otherwise be performed by 
the government, and, therefore, the government is relieved 
of part of its burdens. Government Services, Inc. v. District 
of Columbia, 88 U. S. App. D. C. 360, 189 F. 2d 662, cert 
den. 342 U. S. 828. This Court stated that principle in the 
Mt. Vernon case, supra, by holding that so long as the school 
measures up to standards of curriculum and pedagogy 
set by the government, “it performs a function which must 
otherwise be performed by the government and, consequent¬ 
ly, comes within the reason for the subsidy which is implicit 
in a tax exemption.” It seems quite obvious that the Dis¬ 
trict of Columbia Government is not relieved of any part 
of its burdens by the activities of the Chapter. The Govern¬ 
ment is under no burden to train officers and employees of 
banks which are members of the Bankers Association to 
the end that such persons might render more efficient ser¬ 
vice to such banks. Equally true is the fact that the Dis¬ 
trict Government is under no burden to furnish offices for 
the District of Columbia Bankers Association or the Wash¬ 
ington Chapter of the American Institute of Banking and 
we should say, without intending to be facetious, of hold¬ 
ing annual banquets and dances for such employees. It is 

» See Sections 29-461 and 31-120, D. C. Code, 1951 Ed. 
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true that the dances and banquets and the publication of 
its magazine are but some of the activities of the Chapter, 
but under certain circumstances such activities can be 
pertinent to the question of tax exemption. See Hazen v. 
National Rifle Assn., 69 App. D. C. 339, 101 F. 2d 432. 

The function performed through the program of the 
Chapter is designed for and confined to the specialized 
improvement of employees and officials of member banks of 
the District of Columbia Bankers Association for their 
mutual improvement and betterment of their business. 
The Chapter is more in the nature of a “business league” 
such as the Supreme Court pointed out in the case of 
Better Business Bureau v. U. S. 326 U. S. 279, 90 L. Ed. 71, 
66 S. Ct 114. In denying exemption to that organization as 
an educational organization within the meaning of the ap¬ 
plicable provisions of the Social Security Act the Supreme 
Court stated, inter alia: 

“The commercial hue permeating petitioner’s 
organization is reflected in its corporate title and 
in the charter provisions dedicating petitioner to 
the promotion of the ‘mutual welfare, protection 
and improvement of business methods among mer¬ 
chants ’ and others and to the securing of the 
‘educational and scientific advancements of busi¬ 
ness methods’ so that merchants might ‘success¬ 
fully and profitably conduct their business. ’ Peti¬ 
tioner’s activities are largely animated by this 
commercial purpose.” 

So here, the Chapter’s activities are animated by the com¬ 
mercial purposes of the member banks of the Bankers 
Association and, of course, the Chapter. 

It is obvious that the program of the Chapter is designed 
to furnish the officers and employees of the member banks 
with specialized knowledge in subjects which they will use 
in serving such banks. In City of Detroit v. Detroit Com¬ 
mercial College, 322 Mich. 142, 33 N. W. 2d 737, 741, the 


question was whether the institution was an “educational 
institution” and as such exempt from taxation. In denying 
the exemption the Supreme Court of Michigan compared 
the educational program of the Commercial College with 
that of another institution (Webb Academy) which had 
been granted exemption in an earlier case. The Court said: 

“It should be noted that the course of study 
prescribed by the Webb Academy fitted into the 
general scheme of education provided by the State 
and supported by public taxation. We think this 
was the test in the minds of the legislature when 
it enacted legislation providing for exemption from 
taxation of educational institutions. It clearly 
appears that the Detroit Commercial College is 
a specialized school operated for the purpose of 
training its students to enter into specialized fields 
of employment. It is not such a school or college 
as is entitled to tax exemption.” 

See also State v. Northwestern Vocational Institute, Inc., 
232 Minn. 377, 45 N. W. 2d 653, where, in the Syllabus by 
the Court it was stated, inter alia, that 

“1. Constitutional tax exemption for private ed¬ 
ucational institutions created by Minn. Const art. 

9, § 1, was intended to foster the public benefits 
accruing from the maintenance of private educa¬ 
tional institutions which supply some substantial 
part of the educational training intended to be pro¬ 
vided by various publicly supported schools, acad¬ 
emies, colleges, and seminaries of learning, there¬ 
by lessening the tax burden imposed as the result 
of our public educational system.” 

See and compare U. S. ex rel Chicago Business College v. 
Bayne, 20 App. D. C. 606. 

The foregoing authorities, as well as many others, 8 make 
it abundantly clear that the reason generally underlying 



c See 51 Am. Jur., § 504, pp. 509 and 510, and cases there cited. 
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the grant of tax exemption is that the institution exempt¬ 
ed relieves the government of some of its burdens. No such 
reason exists in this case. To grant exemption to the 
Chapter would in effect be to subsidize, at the expense of 
other taxpayers in the District, an important function of 
the member banks of the District of Columbia Bankers 
Association, viz., the training of their officers and em¬ 
ployees. Surely, Congress cannot be presumed to have 
intended any such result. 

Petitioner argues at great length that it is entitled to 
the exemption because, in its view, it fits literally within 
the statute (Pet. Brief 9, et seq.). Aside from any ques¬ 
tion as to who actually “owns” and ‘ 1 operates’’ the Chap¬ 
ter, the fact is that the property is not entitled to exemption 
unless it clearly appears that the property was in a class 
intended to be exempted by the legislature. As is stated in 
51 Am. Jur., Sec. 527, pp. 530, 531, 

“ • • • He who asserts that his property is 
immune from a tax sought to be imposed thereon 
has the affirmative of the issue, and he must show 
the precise extent of his exemption and his right 
thereto by clear proof. He must point out an ex¬ 
press constitutional or statutory provision grant¬ 
ing exemption from taxation, and show clearly 
that his property comes within the scope, opera¬ 
tion, or contemplation thereof, as well as within 
its spirit and intent, in other words, that his prop¬ 
erty falls within the exempted class, and he must 
bring himself clearly within the terms of such • 
conditions as the statute may impose. • • • »» 
(Italics supplied). 

The rule is stated otherwise that 

“ • * # It is the duty of the court to ascertain 
and carry out the intent of the legislature. * * * ” 
(Ibid. § 528, p. 532). 



It is quite apparent from the facts that petitioner is 
organized and operated for private gain, i. e., for the 
mutual benefit of those who derive the benefits therefrom 
to their financial and business advantage. See Better 
Business Bureau of Washington v. U. S., supra; United 
States v. La Societe Francaise Be Bienfaisance Mutuelle 
(CA 9, 1945), 152 F. 2d 243, 245; Keystone Automobile 
Club v. Commissioner (CA 3, 1950), 181 F. 2d 402; Auto¬ 
mobile Club of St. Paul v. Commissioner, 12 T. C. 1152; 6 
Mertens, Law of Federal Income Taxation, §34.18, p. 30. 

CONCLUSION 

» 

It is submitted that the decision of the Tax Court in 
this case is correct and should be affirmed. 

Respectfully submitted, 

Vebxon E. West,. 

Corporation Counsel, D. C., 

Chester H. Gray, 

Principal Assistant Corporation 
Counsel, D. C., 

Harry L. Walker, 

Assistant Corporation Counsel, D. C., 
Attorneys for Respondent, 

District Building, 

Washington 4, D. C. 
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IN THE 


United States Court of Appeals 

For the District of Columbia Circuit. 


No. 11509. 


Washington Chapter of the American Institute of 
Banking, a corporation. Petitioner, 


v. 

District of Columbia, Respondent. 


On Petition for Review of Decision of the District of 

Columbia Tax Court. 


REPLY BRIEF FOR PETITIONER. 


ARGUMENT. 

Undoubtedly, as asserted by Respondent, exemptions 
from taxation are strictly construed, property sought to 
be exempted must be shown clearly to be within the pro¬ 
visions of law, and the burden is upon the one claiming an 
exemption to establish it. However, the principle is equally 
well established that the language of an exemption statute 
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must be given its ordinary meaning, and when the lan¬ 
guage used in an exemption statute is free from ambiguity, 
there is no reason for judicial construction of a statute. 
District of Columbia v. Mt. Vernon Seminary, 69 App. D.C. 
251, 254, 100 F. 2d 116, 119, and cases there cited. In that 
case this Court said also that while tax exemption statutes 
should be construed strictly, that principle does not jus¬ 
tify the interpolation of qualifications into a statute, clear 
in its meaning, for the purpose of defeating the privilege 
granted. 

The exemption statute here involved is clear and un¬ 
ambiguous. It exempts from taxation real property belong¬ 
ing to and operated by schools, colleges, or universities 
which are not organized or operated for private gain and 
which embrace the generally recognized relationship of 
teacher and student. The Tax Court found that, giving the 
language of the statute its ordinary meaning, the require¬ 
ments prescribed by the statute were met by Petitioner. 
The language of the exemption statute being free from 
ambiguity, there is no reason for judicial construction of 
the statute. 

Consequently, the issues presented by this case are 
issues of fact, as to whether the property involved be¬ 
longed to a school which was not organized or operated 
for private gain and which embraced the generally recog¬ 
nized relationship of teacher and student. From the evi¬ 
dence submitted, the Tax Court found that the property 
belonged to a school which was not organized or operated 
for private gain and which embraced the generally recog¬ 
nized relationship of teacher and student. It follows 
inevitably that the property is exempt, and the Tax Court 
should have so decided. 

Respondent’s brief suggests (p. 6) that “there is a 
question” as to whether or not the property “belonged” 
to the District of Columbia Bankers Association under a 
resulting trust rather than to Petitioner, and that it is 
“doubtful” whether Petitioner “operated” the property. 
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The evidence establishes conclusively that the property be¬ 
longed to Petitioner, the Washington Chapter of the 
American Institute of Banking, and not to the District of 
Columbia Bankers Association upon a resulting trust. 

The Petitioner and the Bankers Association were com¬ 
pletely separate entities, Petitioner being a corporation 
with individual members and the Bankers Association 
being an unincorporated association with banks and trust 
companies as members. (Pet. Exhs. 1 and 12.) Petitioner 
was organized for educational purposes and continuously 
since its incorporation its principal activity has been the 
conducting of a school. (Pet. Exh. 1; J. App. 5; 32-33.) 

The property was acquired by Petitioner on or about 
July 26, 1950 by purchase from the National Association 
of Broadcasters. (Pet. Exh. 2; J. App. 6.) Petitioner 
borrowed the purchase price of the property from a bank 
on Petitioner’s own note, and sometime after the property 
was acquired by Petitioner, the Bankers Association 
donated to Petitioner a substantial part of the cost of 
acquiring the property and remodelling it for school pur¬ 
poses. '(J. App. 6; 39; 57-58.) The money contributed by 
the Bankers Association to Petitioner was a gift. 
(J. App. 58.) 

A resulting trust does not arise where a transfer of 
property is made to one person and the purchase price is 
paid by another, if the person by whom the purchase price 
is paid manifests an intention that no resulting trust 
should arise. Thus where a transfer of property is made 
to one -person and the purchase price is advanced by 
another as a gift to the transferee, no resulting trust 
arises. See Bestatement of the Law of Trusts (American 
Law Institute), Vol. II, Chapt. 12, Secs. 441 and 447. 

It is equally clear that the property was “operated” by 
Petitioner and not by the Bankers Association. The Asso¬ 
ciation occupied and used only two rooms in the building, 
and those rooms were not suitable for class rooms. (J. 
App. 38.) The operation of the building and of the school 
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conducted therein was by the Petitioner through its officers 
and committees. (J. App. 7; Pet. Exhs. 7 and 8). Ex¬ 
penses for salaries of instructors and for other educa¬ 
tional activities amounted to approximately $9,000 
annually and the money for the payment of these opera¬ 
tional expenses was obtained by Petitioner mainly from 
tuition fees and dues of members. The maintenance costs 
of the building were paid by Petitioner and w-ere reim¬ 
bursed to Petitioner by the Association. Such costs, which 
amounted to approximately $3,000 annually, were only a 
part of the cost of operating the school. (Pet. Exh. 5.) 

Whether the amounts paid by the Bankers Association 
to reimburse Petitioner for building maintenance expenses 
are regarded as outright contributions or in the nature of 
rent or compensation for use of the two rooms occupied 
by the Association, the use of the rooms by the 
Association would not in itself defeat the exemption. 
An exactly analogous case has been decided by this Court. 
In District of Columbia v. Vestry of St. James Parish, 80 
U.S. App. D.C. 314, 153 F. 2d 621 (1946), it was held that 
where an unmarried rector occupied the rectory as part 
of his compensation, the fact that he rented three rooms 
in the rectory to persons other than his immediate family 
to help cover household expenses was not the use of the 
building “to secure income for an activity other than that 
for which the exemption was granted.” The same prin¬ 
ciple applies here. The income derived by way of reim¬ 
bursement for the operating expenses of Petitioner’s 
building was used in furtherance of Petitioner’s educa¬ 
tional purposes. 

Respondent argues (Brief, p. 7) that Petitioner is not 
a school within the meaning of the exemption statute be¬ 
cause the curriculum of the school has not been approved 
by the Board of Education of the District of Columbia. In 
support of that argument Respondent cites Sections 29-415 
and 31-120, D.C. Code, 1951 ed. 
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Sec. 29-415 of the D. C. Code, 1951 ed. is Sec. 586b of 
Subchapter One of Chapter Eighteen of the Code of Law 
for the District of Columbia relating to the incorporation 
of institutions of learning (Act of March 3, 1901, 31 Stat. 
1280, ch. 854, Secs. 574 et seq.) as added by the Act of 
March 2, 1929, 45 Stat. 1504, ch. 523. This section provides 
in effect that no academic degrees shall be conferred in 
the District of Columbia unless under and by virtue of a 
license from the board of education, which is authorized 
before issuing the license to require satisfactory evidence 
of the qualifications of applicants for degrees and of the 
school proposing to confer such degrees. Sec. 31-120 of 
the D. C. Code, 1951 ed., is a part of the Act of July 2, 
1940, 54 Stat. 729, ch. 523, and authorizes and empowers 
the Board of Education of the District of Columbia to 
accredit junior colleges operating within the District of 
Columbia. 

Petitioner is not a junior college and does not confer 
academic degrees. Consequently, Petitioner’s curriculum 
does not require approval by the Board of Education of 
the District of Columbia. The standard of curriculum and 
pedagogy is set by the exemption statute which prescribes 
that the property of a school is exempt if the school is one 
which is not organized for profit and which embraces the 
generally recognized relationship of teacher and student. 
To require as an additional condition of exemption that 
the curriculum of the school must be approved by the 
Board of Education is simply to interpolate without justi¬ 
fication an additional qualification into a statute, clear in 
its meaning, for the purpose of defeating the privilege 
granted. In District of Columbia v. Mt. Vernon Seminary , 
supra, this Court expressly held that while tax statutes 
should be strictly construed, that principle does not justify 
the interpolation of qualifications into a statute, clear in 
its meaning, for the purpose of defeating the privilege 
granted. 
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The exemption statute here involved was enacted in the 
year 1942. Section 29-415, D. C. Code, 1951 ed., was 
enacted in the year 1929 as an addition to Subchapter One 
of Chapter Eighteen of the Code of Law for the District 
of Columbia, enacted in 1901, relating to the incorporation 
of institutions of learning. Section 31-120, D.C. Code, 1951 
ed., was enacted in the year 1940. If Congress had in¬ 
tended to limit the exemption granted by the Act of 1942 
to institutions of learning incorporated under Subchapter 
One of Chapter Eighteen of the Code of Law of the Dis¬ 
trict of Columbia and to junior colleges accredited by the 
Board of Education of the District of Columbia, Congress 
would have so provided. However, this was not done. By 
the Act of 1942 Congress exempted from taxation the real 
property of any school, college, or university which is not 
organized or operated for private gain and which em¬ 
braces the generally recognized relationship of teacher 
and student. 

In arguing that Petitioner is not a school within the 
meaning of the exemption statute, Respondent stresses the 
statement made by this Court in District of Columbia v. 
Mt. Vernon Seminary, supra, that the important considera¬ 
tion is that the school shall measure up to standards of 
curriculum and pedagogy set by the government and im¬ 
plies that the curriculum of the Mt. Vernon Seminary had 
been approved by the Board of Education. However, there 
is nothing in the report of the case to indicate that there 
were any specific standards of curriculum and pedagogy set 
by the government which the Mt. Vernon Seminary was 
required to meet or that its curriculum received any official 
governmental approval. 

We submit that what this Court meant by its statement 
referred to above is simply that where the courses of study 
given in a private school, college, or university are of a 
kind and quality equal to similar courses given in public 
schools or in colleges and universities of recognized stand¬ 
ing, such courses measure up to governmental standards, 
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whether or not they are officially approved, and where they 
do measure up to such standards, the school performs a 
function which must otherwise be performed by the gov¬ 
ernment and comes within the reason for subsidy which is 
implicit in tax exemption. 

The courses of study given in Petitioner’s school are de¬ 
scribed in detail in Petitioner’s Educational Programs for 
1950-1951 and 1951-1952 (Pet. Exhs. 7 and 8). Many sub¬ 
jects were of a general nature not related directly to the 
business of banking. Among these were Commercial Law', 
Negotiable Instruments, Economics, Accounting, Corpora¬ 
tion Finance, and Investments. 

The subjects taught in Petitioner’s school were those 
usually given in any advanced school of business and 
finance. They w r ere taught in the same way that such sub¬ 
jects are taught in any recognized college or university. (J. 
App. 34-36). The courses in Accounting I and II w'ere prac¬ 
tically identical with similar courses given by the same in¬ 
structor at Georgetown University. (J. App. 73.) The 
accounting courses were not courses in bank accounting but 
in the elements of commercial accounting. '(J. App. 75.) 

All of the subjects taught in Petitioner’s school w r ere of a 
kind a knowledge of which is essential to the conducting of 
modern business. They are subjects which are taught not 
only in Petitioner’s school but in the public high schools 
and in the colleges and the universities of the District of 
Columbia. There is no contention that the instruction w’as 
not of a high order. The evidence show's affirmatively that 
the courses followed those prescribed by the national or¬ 
ganization of the American Institute of Banking and that 
instruction was carefully and methodically given. (J. App. 
35.) 

The students in Petitioner’s school were not exclusively 
employees and officers of banks but included also em¬ 
ployees of the Comptroller’s Office, United States Treasury 
Department, and the Reconstruction Finance Corporation. 
(J. App. 41.) 
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In view of the subjects taught in Petitioner's school and 
in view also of the standards of curriculum and pedagogy 
maintained, it seems quite obvious that Petitioner’s school 
performs a function which must otherwise be performed by 
the government, and consequently comes within the reason 
for the subsidy which is said to be implicit in a tax ex¬ 
emption. 

City of Detroit v. Detroit Commercial College, 322 Mich. 
142, 33 NW 2d 737 and State v. Northwestern Vocational 
Institute, Inc., 232 Minn. 377, 45 NAY 2d 653, cited by Re¬ 
spondent, are not determinative of the present case. The 
exemption statutes involved in those cases differ from that 
here involved. In the Michigan case, the Court gave a very 
narrow meaning to the term “educational institution”. In 
the Minnesota case the question was whether the North¬ 
western A^ocational Institute, Inc. was a “seminary of 
learning.” The Institute offered only elementary training 
in radio and electric repair and maintenance service and 
gave only a “smattering of knowledge” in the described 
fields. Accordingly, the Court held that the Institute was 
not a “seminary of learning” entitled to exemption. The 
case of U. S. ex rel. Chicago Business College v. Payne, 20 
App. D.C. 606, is not in point. The question was whether 
the Chicago Business College was a “regularly incorpo¬ 
rated institution of learning” within the meaning of an Act 
of Congress admitting certain periodicals to the mails as 
second class matter. The Chicago Business College was a 
stock corporation organized for private gain of the stock¬ 
holders. There is no real analogy between that case and 
the present case. 

Respondent asserts (brief, p. 11) that Petitioner is or¬ 
ganized and operated for private gain and cites in support 
of that conclusion the following cases: Better Business 
Bureau of Washington v. U. S.. 326 U. S. 279; United States 
v. La Societe Francaise De Bienfaisance Mutuelle (CA 9, 
1945), 152 F. 2d 243, 245; Keystone Automobile Club v. 
Commissioner (CA 3,1950), 181 F. 2d 402; and Automobile 
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Club of St. Paul v. Commissioner, 12 T. C. 1152. None of 
those cases involved schools, colleges or universities. 

Contrary to Respondent’s contention, the Tax Court 
found that Petitioner was not organized or operated for 
private gain. This matter is dealt with at length 
in Petitioner’s main brief (pp. 8-10). In addition to 
what is said there, it should be stated that any benefit to the 
District of Columbia Bankers Association or to the mem¬ 
ber banks of that Association was purely indirect and 
simply the same kind of indirect benefit that would inure to 
a bank as a result of an employee attending any school, col¬ 
lege or university where similar courses were given. The 
fact or possibility of such indirect benefit does not make a 
bona fide school, college or university an organization for 
private gain and profit because students benefiting from the 
instruction received may as a result of such instruction be 
better and more efficient employees. 

Respectfully submitted, 

Nelson T. Hartson, 

James C. Rogers, 

810 Colorado Building, 
Washington 5, D. C. 

Attorneys for Petitioner. 

Hogan & Hartson. 

Of Counsel, 

November 7, 1952. 



